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ECONOMIC POLICY, ORGANIZATION, 
MANAGEMENT 


Statute on Implementation of Leasing Relations 
Published 

18200355 EKONOMICHESKAYA GAZETA in Russian 
No 19, May &8Y pp 7-8 


(“Statute on the Economic and Organizational Bases of 
Leasing Relations in the USSR”} 


[Text] The economic relations of lessee and lessor are 
based on the Ukase of the USSR Supreme Soviet Pre- 
sidium “On Leases and Leasing Relations in the USSR” 
and the present Statute depending on the type of lease: 
enterprise (organization) property lease, intrafarm lease 
(lease contract), family or individual lease. Conditions of 
transfer of means of production, the procedure for 
computing lease payments, interrelations with the state 
budget, and forms and methods of interaction of lessee 
and lessor are determined accordingly 


I. Leasing the property of a state enterprise (organization) 


|. The collective of a state enterprise (organization) or 
structural unit of aii association, hereafter called ‘‘state 


enterprise, may with the consent of the higher organ of 
that enterprise (association), form an organization of 


lessees as an independent juridical person for the pur- 
pose of leasing the property of a state enterprise as a 
whole and using it as a base for economic activity. 


2. The general meeting of lessees, which elects a council 
(board) and a chairman of the council (board), is the 
highest organ of management of the lessees’ organization. 


3. The council (board) drafts the contract of transfer of 


the state enterprise’s property on a lease basis to the 
lessees’ organization and on the basis of powers derived 
from the general meeting of lessees concludes a lease 
contract with the enterprise’s higher organ. 


4. The activity of the lessees’ organization 1s based on the 
principle of full economic accountability and self-man- 
agement in accordance with its charter which 1s drawn 
up in agreement with the lessor and recorded with the 
USSR Ministry of Finance. 


5. State enterprise property that 1s leased to the lessees’ 
organization remains the property of the state. Products 
produced by the lessees’ organization is the organiza- 
tion’s property. 


The proceeds realized by the lessees’ organization from 
the sale of products are used first of all to make the lease 
payment and to pay material costs and material-equiva- 
lent costs. Amortization deductions in the lease payment 
are not included among material costs and material- 
equivalent costs. Taxes and other payments to the bud- 
get and interest on loans are paid from the balance of the 
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proceeds. The cost-accounting income that is left at the 
disposal of the lessees’ organization is used for the 


Organization § OWN Interests 


Losses inflicted on other organizations and the state by 
the lessees’ organization are compensated and fines, 
penalties, and other legislatively established sanctions 
are paid out of the 
income. Sums received by the lessees 
the compensation of its losses, and sanctions augment its 
cost-accounting income 


Organizaulion § cCost-accounting 
Organization tor 


The lease contract specities the sum (in absolute terms or 
as a Share of cost-accounting income) that the lessees’ 
organization allocates for the development of production 
and science and technology 


6. The iational correlation of the share of cost-ac- 
counting income that is used for reproduction and the 
share of payroll funds is secured by the system of 
taxation. Until this system of taxation ts introduced, the 
lessees’ Organization secures the relatively more rapid 
growth of cost-accounting income calculated in an 
ascending total from the beginning of the year over the 
growth rate of actually expended payroll! funds. With the 
consent of the contracting parties, the contract may 
specify that a certain share of cost-accounting income 
shall be used to pay wages 


In 1989-1990, the correlation between the growth rates of 
the labor remuneration fund and income growth rates are 
established on the basis of previously approved norms 


7. The lessees’ organization sells its products for whole- 
sale, purchase or contract prices according to the proce- 
dure established for state enterprises. At the same time, 
the lessees’ organization acquires raw materials, sup- 
plies, and other material-technical resources for existing 
wholesale or contract prices under a procedure and 
conditions established for state enterprises 


The lessees’ organization sells products produced 1n excess 
of the volume indicated in the lease contract at its discre- 
tion unless otherwise specified in the contract or legislation. 


The lessor may assume the obligation to acquire from the 
lessee products produced by the latter 


8. The lease contract specifies the absolute sum of the 
lease payment (broken down by year). The lease payment 
includes amortization deductions for the full replace- 
ment of fixed capital and resources in the repair fund in 
a share that depends on the degree of the lessor’s 
participation in the reproduction of fixed capital, and 
payments to centralized funds and the lessor’s reserves. 


The lease payment does not include the sum of taxes 
(payments to the budget) and deductions to the state 
social insurance fund. 
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9 The lease contract specifies mandatory payments to 
the budget. The size of the payments 1s based on 


—the value of fixed capital and own working capital that 
are leased and their enhancement by the budget and 
the lessor; 


—available labor resources at the time the contract 1s 
concluded and projected changes in the size of the 
work force: 


—payments from gross income to the state and local 
budget that are used to determine the economic dis- 
tribution of incomes between the state enterprise and 
the budget; 


—the volume of natural resources used in production 


The size of mandatory payments may be revised only 
when there is change in centrally established prices, 
amortization norms, and norms governing payments to 
the repair fund. 


The overall sum of payments for 1989-1990 must be 
within the amounts adopted in the initial data for these 
years. 


10. In order to increase the interest of lessees’ organiza- 
tions in leasing the property of state enterprises with a 
low profit margin, in using plant and equipment with a 
substantial degree of wear, in using relatively unproduc- 
tive land and old buildings, the lessor may grant special 
terms (lower lease payments, deferred payments, etc.) 


11. The lessor may grant the lessee subsidies for the 
expansion of production and the solution of social prob- 
lems on the basis of state centralized capital investments 
allocated to the lessee or on the basis of the lessee’s own 
capital on the condition that the latter assumes the 
obligation to increase production and improve the qual- 
ity of products (work, services). 


The lessor may extend commercial credit to at lower 
interest rates to lessees of marginally profitable state 
enterprise or may render gratuitous assistance on the 
basis of centralized funds and reserves (risk funds). 


12. In order to increase the interest of members of the 
lessees’ Organization in creating new productive capital, 
part of the annual cost of increasing productive fixed 
capital on the basis of own funds may be assigned to a 
special account—the shared fund of members of the 
lessees’ organization. This fund is distributed among 
members of the lessees’ organization and 1s paid to their 
personal accounts in proportion to their actual labor 
contribution. Interest, the rate of which is determined 
annually by the general meeting of lessees, 1s calculated 
for this cost-accounting income. 


Nm 
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The income received by members of the lessees’ organiza 
tion every year in the form of interest accumulates in ther 
personal accounts and may be used at their discretion 


Ihe procedure for forming and using the shared fund ts 
determined by the charter of the lessees’ organization 


If a lessee withdraws from the organization, he may 
retain the right to receive his share of the income if the 
general meeting of the lessees’ organization so decides 


When a lessee retires on pension, he retains the right to 
receive the indicated income 


If the lessees’ organization 1s abolished, sums in the 
Shared fund are paid out to members of the lessees’ 
organization and to other persons retaining the right to 
receive income from this fund 


13. The lessees’ organization independently determines 
the forms and system of labor remuneration, the length 
and schedule of the workday, the number of shifts, and 
the procedure for granting days off and leave. Members 
of the lessees’ organization receive annual paid leave of 
no less duration than that established for the correspond- 
ing categories of workers and employees 


The lessees’ organization implements measures to ensure 
workplace health and safety, production sanitation and 
hygiene, assigns workers to wage-skill grades, and deter- 
mines their occupational structure according to norms 
established for state enterprises 


Pregnant women are assigned to easier work while 
retaining their average earnings from their previous job. 
Pregnancy, maternity, and child-care leave as well as 
other benefits for pregnant women and mothers of young 
children are granted under the procedure provided for 
female workers and employees. 


For participants in the work who are younger than 18, 
the lessees’ organization offers an abbreviated workday 
and other benefits provided for workers and employees 
by existing legislation. 


14. When the property of a liquidated state enterprise is 
leased to a cooperative, lease relations are established 
with the higher organ to which the enterprise was previ- 
ously subordinate 


When part of the property of one state enterprise 1s 
leased to another enterprise or cooperative, the lease 
payment includes amortization deductions for the total 
replacement of fixed capital and the repair fund in the 
share that depends on the degree of the lessor’s partici- 
pation in the reproduction of fixed capital and contrac- 
tually specified contributions to the lessor. 
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15. When all the property of a state enterprise 1s leased, 
the lessee becomes the successor to the enterprise’s 
financial and other rights and obligations. The lessor 
may assume all or part of these obligations. 


16. In the interest of creating stable conditions for the 
work of lessees converted to lease relations before the 
approval of the present statute, they are authorized to 
conduct their economic activity on the basis of previ- 
ously concluded lease contracts 


17. The lessees’ organization keeps track of the results of 
its activity, maintains bookkeeping and_ statistical 
accountability under a procedure established for the 
cooperatives by the state, and bears responsibility for 
their accuracy. 


It is forbidden to demand and submit other accountabil- 
ity that 1s not established by the state. 


18. The total property of cooperative and other public 
enterprises (Organizations) may be leased on the basis of 
principles provided in the present section. 


Il. The intrafarm lease (lease contract) 


19. Intrafarm leasing relations may be developed 
between sovkhozes, kolkhozes, and other enterprises 
(organizations) on the one hand and collectives of their 
subdivisions or individual workers on the other, regard- 
less of the form of economic accountability they use. 


When all structural subdivisions of a sovkhoz, kolkhoz, or 
other enterprise (organization) are converted to intrafarm 
leasing relations, they may be transformed into leasing 
collective cooperatives based on the decision of the general 
meeting of the work collective (general meeting of kolkhoz 
members). The decision to so transform a sovkhoz or other 
state enterprise (organization) must be coordinated with 
its higher organ. In the event of disagreements, the final 
decision is made by the USSR ministry or department or 
republic council of ministers, respectively. 


The general meeting of the cooperative of leasing collec- 
tives, which elects a council (board) headed by a chair- 
man of the council (board) for the management of its 
routine affairs, is the highest organ of management of the 
cooperative of leasing collectives. 


The enterprise (organization) independently approves 
the Statute on the Intrafarm Lease; establishes account- 
ing prices and rates on products, work, and services; and 
improves forms of accounting of material and other costs 
by leasing collectives. 


20. The Intrafarm Lease Contract determines the extent 
and procedure of participation of the leasing collective in 
the expenditures and payments of the enterprise (orga- 
nization), including expenditures on the development of 
production and science and technology on social needs. 
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In the event of changes in prices and other economic 
conditions, the amount of the lease payment may be 
revised with the consent of the parties 


21. Under an intrafarm lease, the enterprise (organiza- 
tion) engages in centralized transactions with the budget, 
bank and higher organ according to the procedure estab- 
lished for the given form of economic accountability and 
according to the performance of the enterprise (organi- 
zation) as a whole. It retains the function of planning the 
basic product mix and volume of production (work, 
services) and also carries Out a unified technical policy as 
well as carrying out retooling and reconstruction on the 
basis of general enterprises (organization) plans 


Sovkhozes, kolkhozes, and other agricultural enterprises 
may On a contract basis give leasing collectives of sub- 
divisions the right to independently realize their output 
(work, services), to use their income for the remunera- 
tion of labor, for the payment of taxes, for making 
payments to the budget, and for making social insurance 
deductions. Such leasing collectives may open accounts 
in bank institutions or in financial-clearing certers. 


22. The lease payment in intrafarm leasing in agriculture 
is established in a contract with the agreement of the 
parties in the form of a fixed payment per hectare o' 
arable (farm) land, of normative deductions in percent of 
cost-accounting (gross) income or through the applica- 
tion of intrafarm accounting prices. 


23. Under an intrafarm lease, the lessor may, with the 
consent of the lessee, conclude in his name contracts to 
insure crops, livestock, and other property with USSR 
Gosstrakh. In such a case the size of the lease payment is 
not revised in the event of a natural disaster or other 
insurance event. 


If crops, livestock, and other property belonging to the 
lessee are insured by the lessor and if the lessee does not 
receive the contractually specified volume of produce 
because of a natural disaster or other insurance event, 
the lease payment is reduced by the sum of insurance 
compensation received by the lessor. 


24. In an intrafarm lease, the lessor may extend commer- 
cial credit to the lessee or may render gratuitous finan- 
cial assistance to the lessee. 


25. Products (work, services) produced/performed by the 
lessee in accordance with the contract are sold to the 
lessor. Products produced in excess of the volume spec- 
ified in the contract are placed at the disposal of the 
lessee and are realized at his discretion unless otherwise 
indicated in the contract or legislation. 


26. The enterprise (organization) may give the leasing 
collective of a subdivision the right to conclude eco- 
nomic contracts in the name of the enterprise (organiza- 
tion). The leasing collective bears responsibility for its 
property under the indicated contracts. In the event of 
an insufficiency of property, responsibility for the obli- 
gations of the leasing collective is borne by an enterprise 
(Organization) acting as guarantor. Such leasing collec- 
tives are entitled to open bank accounts. 
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Intratarm leasing collectives in agriculture indepen- 
dently develop the structure of production and approve 
the production program with due regard to the obliga- 
tions indicated in the lease contract 


Ihe lease contract may specify the lessee’s obligation to 
oduce and sell products tor state purchase and contract 
prices to the lessor (or in his name to procurement and 
rocessing enterprises and organizations) 
s The income of leasing collectives form trom the 
proceeds that remain after the lease payment, after mate- 
rial costs have been compensated, and other contractually 
pecitied payments have been made to the enterprise 
ganization). The income that 1s left to the lessor 1s used 
ndependently by the lessor and may not be confiscated. 
Leasing collectives have the obligation to see to it that the 
yme that 1s left at their disposal increases at a faster rate 
than the labor remuneration fund 


Ihe contract defines measures of economic and other 
‘sponsibility of the parties for the nonfulfillment or 
improper fulfillment of contractual obligations 


‘0. The inirafarm lease contract in agriculture may 

entitle the lessee to conclude in the name of the lessor 

labor contracts with citizens who are not members of the 

leasing collective for the performance of certain work. 
[he labor of such citizens 1s remunerated by funds 
lesignatec for the remuneration of the labor of members 
t the leasing collective. 


}1. Sovkhozes, kolkhozes, and other enterprises (organt- 
zations) are entitled to lease out plots of land for long 

riods of trme to kolkhoz members and other citizens 
production of agricultural produce on personal 
susehold plots and its sale to the lessor or to a consum- 
rs Cooperative organization. Plant and equipment and 


1; I ne 


ther material assets necessary for the fulfillment of 


itractual obligations may also be leased out along with 
the land 


fhe lessor and consumer cooperative organizations provide 
material-technical supply and services for personal house- 
hold plots of citizens that have concluded contracts with 
kolkhozes, sovkhozes, and consumer cooperative organiza- 
tions for raising and selling livestock, poultry, potatoes 


1 


egetables, berries, green, fodder, and other crops 


Ili. The family or individual lease in agriculture produc- 
tion and other branches of the national economy 


32. Land and other property may be leased to citizens 
not connected by labor or membership relations with the 
lessor (the family or individual lease) in agriculture, 
industry, transport, trade, the service sphere, and other 
ra iches of the national economy 
33. The lessee independently disposes of produce and 
‘ells it in any region of the nation, performs work, and 
renders services independently based on prices and rates 
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established on the basis of agreement with the consumer 
He may voluntarily take it upon himself to fulfill the 
Slate order and to sell produce under this order for 
wholesale, purchase or contract prices 


34. After the lease payment, tax payments, and bank 
loan payments have been made, the lessee disposes 
independently of proceeds from the sale of produce 
(work, services). 


35. Lessees have the right to build the necessary produc- 
tive and nonproductive premises, including housing in 
observance of general construction rules, with the con- 
sent of the lessor. 


36. Material-technical supply. transport, repair, and 
other types of services rendered to lessees in agriculture 
are according to the procedure and under the conditions 
established for kolkhozes and sovkhozes 


37. The lessee performs work to raise the fertility of areas 
of land and to improve the quality of natural objects. 


Measures for the radical improvement of land and other 
natural objects may be financed by the state budget with 
the consent of the lessee. In these cases, the terms of the 
contract are reviewed to reflect the actual improvement 
in the quality of the land. 


The lessee is obligated to observe the demands of land 
and other legislation regarding the use and conservation 
of natural resources, to not allow the state of a leased 
land area to deteriorate, and to maintain production 
facilities and other property in proper condition 


In the event the land is not effectively used, the lessee has 
the obligation to fully restore the useful propertics of the 
land area within the contractual period or, if this 1s 
impossible, to compensate the lessor fully for the damage. 


38. The lessee rnay open a bank account for monetary 
transactions both at his situs as well as at the place where 
he markets his produce. He has the right to choose his 
own bank for credit and other transactions. 


39. Under terms coordinated with banking institutions 
or lessors, lessees may obtain short- or long-term produc- 
tion development loans. Loans may be granted on a 
competitive basis. 


Local Soviets of People’s Deputies may allocate to 
lessees start-up funds and funds for the development of 
production, for land reclamation, for road and housing 
construction on a returnable or nonreturnable basis. 


40. The lease payment is established in a fixed amount 
based on the value and state of fixed capital, the eco- 
nomic valuation of the land, and other terms of the lease. 
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lhe participation of the lessee in the improvement ot 
leased objects 1s taken into account in the process of 
determining the size of the lease payment. Income 
received by the lessee as a result of his improvement of 
land, production facilities, and other property does not 
result in an increase in the size of the lease payment 


41. The lessee pays taxes according to the procedure and 
in an amount specified in legislation of the USSR and 
union republics 


$2. Oversight over the activity of the lessee to carry out 
nature conservation, veterinary, and other measures 1s 
exercised by the appropriate state services 


Bank Reform Measures Assessed 


lighter Monetary Policy 
18200396 Moscow DENGI I KREDIT in Russian 
No 5S. May 89 pr 3-]7 


[Article by N.V. Garetovskiy: ““Working More Effi- 
ciently Under the New Conditions” ] 


[Text] Bank reform is an important component of the 
restructuring of the management of the economy. The 
newly established banking system 1s gradually gaining 
experience in working under the contemporary condi- 
tions of management and is prefecting a new set of tools 
for work on the basis of the more extensive utilization of 
commodity-money relationships and the development of 
a socialist market. Being an integral part of the entire 
economic mechanism, it 1s acting 1n the process of the 
systematic realization of the laws on the state enterprise 
and cooperation 


Fundamentally new in the development of the banking 
system is the strengthening of its ties with the economy 
and the shifting of the center of gravity in credit relations 
with enterprises from the upper echelons to the low-level 
link, that 1s, directly to the territorial branches of spe- 
cialized banks. 


(redit policy is also being implemented in a new way. 
[his ts expressed above all in the restructuring of the 
credit relations with the economy and in the more 
profound orientation of credit investments toward 
branches of the economy that provide for structural 
changes in the economy and for the realization of mea- 
sures for scientific-technical progress and an increase 1n 
the production of consumer goods. Credit resources are 
participating to a greater and greater degree in the 
implementation of social and economic programs. 


{4 most important task of all banks is that of participat- 
ing actively in the realization of the program for the 
financial normalization of the country. The first steps 
have already been taken in this direction. The process 
that took place over a long period of annually increasing 
credit investments in amounts greatly exceeding the 
increase in ine volumes of public production has been 
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stopped and we have begun to withdraw exc rm 
resources from the monetary turnover. And whereas 1: 
1987 short-term credit investments declined by 3.3 bi 
lion rubles, or by 1.1 percent (under comparabk 

tions), credit was reuuced by 33.0 billion rubl 

percent, in 1988. We are gradually implementing 
course of eliminating the outstanding cred f ind 
ual branches ot the economy 


The measures carried out in 1988 made it pe 
improve the structure of credit investments, to reduc 
the share of credits not covered physically, and t 
improve the situation with respect to the provision 
reimbursement in bank credits in comparison with 
previous period 


At the same time, all of this should be assessed as 1] 
step in the long and difficult road of the participatior 
the banking system in the financial normalization of 1} 
economy. The moretary-credit mechanism 1s not yet h 
ing the needed effect on the intensification of pul 


production, the acceleration of  scientific-technica 


progress, the saving of resources and the improvemer 

the quality of output. The success rate of bank control otf 
the efficiency of capital construction 1s especiall\ [} 
amount of incomplete construction is still increasing and 


new production capacities are not being put into operat 
on time. We have not yet been successful in bringing ab 

a fundamental change with respect to strengthening 
payment discipline of enterprises and organizations. New 
problems resulting from life itself also arose. Among them 
One can single out. for example, the excessive increase in 
many cases of wages at enterprises in different branches 
the national economy unjustified by a correspond:n; 
increase in the volumes of the production of output a: 
labor productivity, which had a negative effect on the stat 
of the monetary turnover. To a significant extent, the latt 
has to do with the insufficient development of 
important link—the mechanism for the formation and 
utilization of the wage fund—in full cost accounting and 
self-financing. In !988, however. the influence of t ink 
on the observance of planned proportions between acc 
mulation and consumption was passive. In many cas 
this problem was not treated in the credit agree 

banks with enterprises. This question was not the tocus of 
attention of the oblast administrations and republic banks 


In defining the basic content and direction of barking 
activities in the coming period, it is necessary to proceed 
from the decisions of the 19th All-Union Party € onter- 
ence and the July (1988) and March (1989) plenums of 
the CPSU Central Committee aimed at deepening the 
economic reforms in the country and from the nece 

of a systematic restructuring of the style and methods 
the work of the banking system as applied to the requir 
ments of the radical economic reform that 1s taking plac 
under the conditions of complex and contradictory p 

cesses. Of course the banking system must do « 
it can to help resolve the problems that are arising 


verything 
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The social reorientation of the economy is becoming 
more pronounced in 1989 and the proportions between 
consumption and accumulation in the structure of 
national income are changing. The share of funds going 
to consumption and social and cultural development 1s 
increasing to 81.6 percent compared with 78.5 percent 
according to the estimates of the five-year plan for this 
year. In industry, the increase in the production of 
consumer articles (group *B’’) exceeds the increase in the 
output of the means of production (group “A”’) by a 
factor of 2.3. This 1s the first time that such an advance 
has been noted. 


For the purpose of the practical strengthening of the 
social direction of the economy, changes have been made 
in the structure of the distribution of capital invest- 
ments. We allocated 59.3 billion rubles to the develop- 
ment of the nonproduction sphere. This 1s 4.1 billion 
rubles, or 7.4 percent, more than in 1988. The volume of 
capital investments in this sphere will increase by 11 
billion rubles, or 22.7 percent, in comparison with the 
five-year plan. In the first 4 years of the current five-year 
plan alone, about 26 billion rubles in capital investments 
will be shifted from production construction to the 
development of the nonproduction sphere. The results of 
the development of the economy in the first quarter of 
the current year indicate the systematic accomplishment 
of the adopted course. 


The real income of the population 1s supposed to increase 
by 3.1 percent in 1989 against 2.7 percent in accordance 
with the plan for 1988 and the average monthly wage of 
workers and employees is to increase by 5.8 percent 
against 3 percent, respectively. These indicators are being 
overfulfilled. Unfortunately, just as in 1988, individual 
enterprises are allowing the rate of increase of wages to 
exceed the rate of increase of labor productivity, whereby 
the wages are not always composed of funds actually 
earned by the labor collectives and are not absolutely 
linked with the final results of the actions of enterprises to 
increase the production of output. 


In the organization of the economic work of banks, it 1s 
also necessary to consider such important features in 1989 
as the conclusion of the transition to full cost accounting 
and self-financing of all production branches of the 
national economy, the reduction of the share of the state 
order as the directive indicator of the plan in the total 
volume of production, the substantial increase in the 
independence of enterprises in the formation of the pro- 
duction program, and the apparent trends in the develop- 
ment of wholesale trade in the means of production. 


We will also have to continue to adjust the new economic 
mechanism. As was noted, not all of its elements have as 
yet manifested their positive influence on the final results 
of work. Thus, some enterprises are making excessive use 
of contractual prices for the purpose of obtaining profit 
through prices, often with no relation to quality and the 
improvement of the consumption characteristics of the 
commodity. This leads to a “washing out” of inexpensive 
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consumer goods and to the inflationary nature of the 
increase in profit and allocations to the economic incen- 
tive funds. At the same time, we have not yet fully applied 
economic incentives that would force enterprises to take a 
different course—that of increasing profit by lowering 
expenditures for production and overhead 


Or another example. The extensive rights of enterprises 
in the formation of the plans for profit and its distribu- 
tion are often realized on the basis of the immediate 
interests of collectives, when the major part of above- 
plan profit remaining at their disposal goes primarily to 
the economic incentive funds and expenditures linked 
with the improvement of their financial state are post 
poned for years: for the increase in the standard and 
reimbursement of shortages in their working capital as 
well as for the development of production 


It would seem that the indicated problems do not directly 
involve banking activities. But this 1s not the case. The 
banks are not departmental organizations but conductors 
of primarily public interests. And this 1s why it 1s neces- 
sary to work constantly on the proposals for the improve- 
ment of different aspects of the economic mechanism on 
a day-to-day basis taking into account the economic 
processes actually taking place in life and to influence 
them through banking controls. Thus, if enterprises over- 
fulfill the target for profit and despite a shortage of own 
working capital put a significant sum of above-plan profit 
into the remuneration of labor, bank workers must 
approach the request of such an enterprise for the exten- 
sion of credit carefully. All of these new phenomena must 
be analyzed in detail and considered 1n the process of the 
making of credit agreements without allowing an exces- 
sive credit coverage of exnenditures that may be financed 
through the own sources of the enterprises. 


It is necessary to increase the influe’ ce of the banking 
mechanism on the introduction of scientific-technical 
achievements by enterprises and associations, to analyze 
the reasons for the inadequate utilization of this tool last 
year and to provide for the extensive priority use of 
credit for the implementation of measures determining 
scientific-technical progress and the stimulation of the 
renewal of producer goods 


In 1989, in opening the way for extensive credit in 
progressive directions, measures should systematically 
be implemented to pay off loans previously issued to 
cover mismanagement, losses and prolonged financial 
shortfalls. Last year, unfortunately, specialized banks 
did not show the proper peisisicenes an Ui.s Garcction and 
as a result the established target for the reduction of the 
indicated loans basically remained unfulfilled 








JPRS-UEA-89-024 
25 July 1989 


Insufficient measures were taken to reduce indebtedness 
on loans extended tor the temporary compensation of a 
shortage of own working capital. The credit plan pro- 
vided for their repayment in the sum of 2.8 billion 
rubles. Actually, however, they were reduced by only 1.4 
billion rubles. Many ministries and departments have 
not yet found sources for the liquidation of a portion of 
the loans that they received for increasing the standard 
of own working capital, in connection with which the 
indebtedness under these credits for the customers of 
USSR Promstroybank and USSR Zhilsotsbank last year 
declined by only 0.3 billion rubles, or 2.6 percent 


Last year deferred loans under Gosagroprom increased by 
3.2 billion rubles instead of the planned reduction 
billion rubles by the end of the year. Meanwhile, ther 
possibilities for paying otf the indicated loans. This relates 
primarily to financially stable farms. For example, 30 
percent of the total indebtedness under deferred long-term 
loans of the RSFSR Gosagroprom are reckoned to highly 
profitable farms, although the share of net income used to 


pay off these laons 1s extremely insignificant 


In 1988. deterred indebtedness on bank loans declined 
little. As of | January 1989. it amounted to 6 billion rubles 
that 1s, the annual target was fulfill percent 

Last vear the slow release of credit resources previously 


inves cd to cover prolonged’ financial shortfalls 
restrained the timely satisfaction of the normal credit 
needs of the economy having to do with the plan for the 
economic and social development of the country, e.g. for 


purchases of agricritural output 


[he transition of all enterprises to full cost accounting 
and self-financing in 1989 presupposes the formation of 
significant economic incentive funds at their disposal. 
their amounts can increase with the overfulfillment of 
the targets for increasing production efficiency. All of 
this establishes the conditions for enterprises to supple- 
nent the standards of own working capital if necessary 
and for the release of credit resources from previously 
immobilized reserves of commodity stocks. The banks 
will now charge a higher interest rate for the extension of 
credit for above-standard reserves of commodity stocks. 
This is a very substantial financial measure. 


In accordance with the credit plan for 1989, 344.5 billion 
rubles will be allocated to the extension of credit to the 
national economy and population, which 1s 58 billion 
rubles, or 14.4 percent, less than in 1988. Long-term 
loans were thereby reduced by 3.5 billion rubles, or 3.4 
percent, and short-term credit investments declined by 
$4.5 tillion rubles, or 18.1 percent, and the volume of 
industrial production increased by 4 percent, gross agri- 
cultural output by 2 percent, the retail commodity turn- 
over by 6.1 percent, freight traffic by 2.8 percent, and 
paid services to the population by 8.1 percent. The banks 
will carry out a strict course for the most efficient 
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ulilization of loans. Provision 1s made for the full resti- 
tution of loans issued tor the temporary supplementing 
of a shortage of own working capital developing in 
connection with the nonfulfillment of the plan for profit 
and the accomplishment of above-plan expenditures 
from profit in the amount of 4.7 billion rubles. 


In connection with the decision that the USSR Agro- 
prombank together with interested bodies must examine 
the question of the early liquidation of deferred bank 
loans in 1989, the credit plan provides for a reduction of 
the indebtedness in the indicated credits by up to 5 
billion rubles 


It is necessary to ensure a partial liquidation of credits 
tor the formation of standards of own working capital in 
the amount of 4 billion rubles and also to carry out a 
further limitation of the extension of credit for long-term 
nonreduceable reserves of commodity stocks and pro- 
duction expenditures. This involves the paying off of 
loans tor covering expenditures on preparatory mining 
and stripping work and loansfor long-term nonreduce- 
able reserves of poor and oxidated ores, lead and zinc 
resources, shales, asbestos and other physical assets at 
the enterprises of individual branches of industry as well 
as above-standard residues of unfinished industrial pro- 
duction and special equipment at enterprises of ferrous 
and nonferrous metallurgy. machine building and other 
industrial branches. In the future, as a rule, the indicated 
reserves must be formed through the own reserves of 
enterprises. The first quarter is past but unfortunately 
the banks have stll done very little in this direction. The 
institutions of USSR Promstroybank need to proceed 
immediately to resolve this task. 


The country’s national economy has great reserves for 
the reduction of physical stocks. The diversion of 
resources for the formation of reserves of commodity 
stocks and production expenditures beyond the maxi- 
mum level reaches 9 billion rubles, including more than 
8 billion rubles in industry. The situation is especially 
unfavorable in the machine building complex, where 
more than 60 percent of the enterprises in 1988 exceeded 
the level of planned reserves by a total of more than 2.9 
billion rubles. The turnover of working capital must be 
accelerated by no less than 4 to 5 days by the end of the 
five-year plan. Taking this factor into account, the plan 
for 1989 provides for the release of up to 12 billion 
rubles in credit resources. This task 1s quite realistic and 
can be fulfilled 


More should be done to direct credit resources into 
expenditures for the production of consumer goods, the 
development of paid services to the population and 
other measures that help to reduce the pressure on the 
consumer market. Such questions must be examined 
more extensively in bank councils and joint proposals on 
them must be presented to the councils of ministers and 
ispolkoms. 
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There must be a rganizetion of credit relations with 
unprotilabl terprises. Such enterprises should be 


extended credit under the condition that they worl. ou 
measures to eliminate their unprofitableness by the enc 
Ot tn - | Ith } ive y " Plan ] he hanks need to perform ¢ 


systematic analysis of the fulfillment of these measures 
realization without fail 


A more progres form of managing the state’s out- 
standing loans 1s foreseen for 1989. In connection with 
the transition of bank institutions to full cost accounting 
the extension of iit to enterprises and organizations 
including loans ymmercial and cooperative banks. 
can now be accomplisned only within the limits of the 
credit resources that they mobilize locally or acquire 
through a higher banking institution or other banks for 
payment, but not above the established credit limit. The 
bank institutions sell available sums of credit resources 
mobilized locally to other banks or to their superior 
banks. The payment for resources transterred from one 
bank to another made on a contractual basis but it 
cannot exceed the discount rate of USSR Gosbank by 
more than 20 percent 


[he republic banks of USSR Gosbank and their oblast 
boardss need to guide the work of commercial and 
cooperative banks toward the realization of a unified 
credit policy, provide them assistance in the organiza- 
tion of the work and exercise control over the observance 


of the established economic standards for their work. 


With the transfer of specialized bank institutions to the 
principles of economic accounting and self-financing, 
profit as an indicator of the efficiency of their work and 
as a source of production and social development and 
economic incentive has been made the basis of thei 
activities. The main cost-accounting link in the system of 
Promstroybank, Agroprombank, Zhilsotsbank and the 
Savings Bank 1s the branch of the respective bank. As fo 
the USSR Foreign Economic Bank, by and large it 1: 
operating under the principles of full cost accounting anc 
self-financing. The cost-accounting conditions of the 
functioning of USSR Gosbank are defined by its charter 


USSR Gosbank and the specizlized banks define the 
composition of the income and expenditures of bank 
institutions and the system for the calculation and esti- 


mation of the profit of the cost-accounting institutions of 


the banks 


The banks have been granted the right to provide add- 
tional paid services not part of their direct banking 
duties flowing out of the performance of their functions 
to enterprises, organizations and the population at their 


request and on a contractual basis. The size of commis- 
sions for bank services to customers 1s set by the boards 
of the specialized banks of the USSR. At the same time, 
it must be noted that individual bank institutions are 
demanding payment from customers for the 


illegally 
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Ob ipalLIONS to them. For 
example, they collected from individual citizens for the 


periormance ot their direct 


exchange of worn-out money 


The introduction of cost accounting in banking activities 
is based on the fact that enterprises and organizations 
can now independently select bank institutions to pro 
vide them credit anc clearing services. But this process 
will not take place spontaneously USSR Gosbank will 
establish the system ior the transfer of customers from 


bank to bank 


As has already been noted, many interprises are holding 
back on employing additional earned assets for the 
liquidation of bank loans and are utilizing them prima- 
rily for the remuneration of labor and the establishment 
oi above-plan reserves of commodity stocks. One of the 
reasons for the insufficient interest of enterprises in 
paying off loans early even though they have their own 
funds is the low cost of credit. The annual interest rate 1s 
| to 2 percent for many loans and no interest at all 1s paid 
on deferred loans. In this connection, the USSR Agro- 
prombank has been granted the right to set the interest 
rate for the utilization of deferred credits by enterprises 
and organizations of the agro-industrial complex in 
accordance with the profitability of the farm. Beginning 
| April of this year, the institutions of USSR banks have 
heen setting a rate of 1S percent for loans extended for 
avove-standard surpluses of commodity stocks. USSR 
Gosstroy, USSR Gossnab and USSR Gosbank have been 
entrusted with working out standards for reserves of 
uninstalled equipment for facilities being constructed o1 
reconstructed. It has been decided to extend the indi 
cated interest rate to credits for above-standard reserves 
of uninstalied equipment 


The existing mechanism for the extension of credit 
which still contains some elements of the administrative 
regulation of credit relations, is in need of further 
improvement. There 1s, in particular, excessive regle- 
mentation of the composition of an enlarged object of 
the extension of credit and of the set of indicators in 
accordance with whose fulfillment the interest rates for 
the use of credit can be raised or iowered 


At the present time, Gosbank 1s elaborating a new 
mechanism for the extension of credit aimed at the 
further expansion of the rights of bank institutions and 
enterprises and closer coordination of credit policy with 
money circulation. It 1s planned to increase significantly 
the role of the credit contract determining the interrela 
tionship of banks with enterprises. The main criterion 
for the extension of credit must in fact be the provision 
of the efficient utilization of credit and its repayment in 
the established time 


Important tasks are facing bank workers in the strength 
ening of the monetary turnover. The results of the first 
quarter of the current year allow one to draw the conclu- 
sion that we have not yet reduced the tension that existed 
In 1988, despite the fact that the rate of growth of the 
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commodity turnover and volume of paid services has 
increased noticeably in comparison with previous years 
This was caused primary by the fact that, under tx< 
conditions of the continuing imbalance in the consumer 
market (especially for food) and the lack of development 
of the services area, the monetary income of the popu- 
lation significantly exceeded the planning estimates 
above all because of the supplemental expenditure of 
resources for wages. The above-plan income was not 
covered by the necessary supplemental volumes of goods 
and services. The situation in the domestic market was 
aggravated, there was an increase in the commodity 
shortage, the reduction of commodity reserves in retail 
trade continued, and prices rose for a number of agricul- 
tural products in kolkhoz markets. 


The significant excess monetary income of the popula- 
tion has to do with the fact that in introducing a new 
system for the formation of the wage fund it was not 
possible to ensure its close and economically valid link 
with the final results of production and with the increase 
in labor productivity. Because of this, there was a wors- 
ening of the correlation between the increase in the 
average wage and labor productivity for the country as a 
whole and for most union republics. 


The session of the CPSU Central Committee Politburo 
in February 1989 examined questions having to do with 
the financial normalization of the economy and the 
Strengthening of the monetary turnover. Urgent mea- 
sures were specified, the :mplementation of which will 
make it possible in the coming years to stop the negative 
tendencies in the economy, finances and the monetary 
turnover and to improve the situation in the domestic 
market. It was planned to reduce budgetary outlays, 
including for the financing of capital investments in 
production and for defense and administration, and to 
increase state income primarily by raising the efficiency 
of production and eliminating its unprofitableness. 


Particular attention was paid to ihe reduction of the 
accumulated imbalance in solvent demand and to propos- 
als to diminish the commodity shortage. It was planned to 
increase the production of consumer goods and to transfer 
technical industrial goods for sale to the population and 
cooperatives. All of this will give a significant increase in 
commodity resources and will make it possible to increase 
the planned volume of the retail commodity turnover 
established for the current year. 


For a real removal of the tension in ensuring a balance in 
the consumer market, decisive measures are needed to 
increase the production of consumer goods in each 
ministry and each republic, oblast and rayon. It 1s also 
necessary to be more active in raising questions before 
local soviet bodies about the involvement of all enter- 
prises in the production of such goods. 


Of great importance is the decree passed by the USSR 
Council of Ministers on increasing the production of 
nonfood consumer goods through the reorganization of 
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active enterprises that have recently been put into opera- 
tion and available production capacities. In addition, a 
number of enterprises in the defense industry are shifting 
to the production of equipment for the light and food 
industries as well as consumer goods. The banks of the 
USSR must do everything they can to help in the imple- 
mentation of the decisions through loans and to be more 
active in revealing possibilities for increasing the produc- 
tion of goods primarily through the utilization of raw 
materials and supplies, the organization of the production 
of goods in available production spaces, the reorganiza- 
tion of enterprises producing technical industrial output, 
the development of subsidiary production processes at 
kolkhozes, sovkhozes and other agricultural enterprises, 
and the organization of cooperatives for the production of 
goods and the provision of services to the population, 


The local work must be carried out by the banks in close 
contact with the councils of ministers of the republics 
and \vith the ispolkoms of the soviets of people’s depu- 
ties, which have been given responsibility for the state of 
the monetary turnover and major rights to influence all 
enterprises located in a region, regardless of their depart- 
mental subordination, for the purpose of increasing the 
Output of goods for the people. 


These matters are not being given the proper attention in 
all republics and oblasts. Surveys carried out in 1988 by 
the USSR People’s Control Committee, USSR Gosbank 
and the USSR Ministry of Finance in the Ukrainian SSR 
and Uzbek SSR showed that locally too little use 1s being 
made of the reserves for the development of the produc- 
tion of consumer goods through the fuller utilization of 
existing capacities, raw materials or manpower 
resources. In some regions, they are continuing to bring 
in the most ordinary goods of everyday demand, the 
production of which can and must be organized locally 
Many ispolkoms of local soviets of people’s deputies are 
not providing for the rational utilization of market 
commodity resources, as a result of which there has been 
a sharp increase in the sale of goods to enterprises and 
organizations under small-scale wholesale trade to the 
detriment of the population. Meanwhile, bank institu- 
tions often do not pay the proper attention to such 
phenomena and at times, despite the decisions made, 
contribute to the sale of lumber and building materials to 
enterprises and kolkhozes by written order. All of this 
has an extremely negative effect on the monetary turn- 
over and requires a strengthening of the influence of 
specialized banks on these processes. 


In many regions of the country, the relationship between 
monetary income and expenditures of the population 
worsened in 1988, in particular in a number of ASSR’s 
and oblasts of the RSFSR, in the Ukraine, in Georgia 
and in Azerbayan. 
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The republic banks and boards of USSR Gosbank in the 
oblasts are not yet making the proper analysis of the 
economic processes taking place in the regions and of 
their influence on the monetary turnover, In this con- 
nection, the reports and proposals that they have pre- 
sented to the councils of ministers of the republics and 
ispolkoms of soviets of people's deputies are in many 
cases descriptive in nature and do not disclose the 
reserves existing in the economy and do not direct one to 
take specific measures. 


Thus, the enterprises and associations of Chelyabinsk 
Oblast adopted plans for the production in 1989 of 
consumer goods totaling 452 million rubles, or 13.5 
percent below the estimated figures in the state plan, 
trade organizations estimated the retail commodity turn- 
over at 286 million rubles (5.9 percent) below the control 
figure for the oblast; the volume of paid services to the 
population accepted by enterprises and organizations 1s 
55 million rubles (8.3 percent) below the control figure. 
At the same time, monetary income 1s accumulating 
above the planning estimates. The oblast is asking the 
center to release additional money. 


It is necessary to react more vigorously to cases in which 
locally they are not making full use of the possibilities for 
strengthening monetary turnover. The practical actions 
of all banks must be aimed at the resolution of this most 
important task by doing everything they can to help to 
fulfill the state plan through credit and, together with 
local bodies, to find additional possibilities for increas- 
ing the production of goods needed by the population 
and for the intensification of actions to eliminate short- 
comings in the management of the economy. 


The questions in the strengthening of the monetary 
turnover are directly related to the successful realization 
of the Food Program. We have not yet been able to 
achieve a substantia! improvement of the supply of food 
products to the population. The work is getting under 
way only slowly in the execution of the decisions on a 
fundamental improvement of the provision of food in 
the country, it clearly does not correspond to the acute- 
ness and concern with which the 19th All-Union Party 
Conterence discussed the primary economic and politi- 
cal task—that of resolving the food problem in the 
shortest possible time 


The CPSU Central Committee Plenum that took place in 
March of this year gave an extensive fundamental assess- 
ment of the state of affairs in the agrarian sector of the 
country. The CPSU Central Committee Plenum 
approved a new agrarian policy, the starting point of 
which 1s the systematic restructuring of economic rela- 
trons in the rural areas, the independent management of 
the farms and a diversity of forms unchaining the 
initiative of the individual 


The plenum noted the imperfection of the financial and 
credit provision of the agrarian sector, which 1s not keep- 
ing up with events, 1s still inclined to excessive reglemen- 
tation and 1s not doing much to stimulate enterprise and 
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justified risk, In this connection, it set the task of restruc- 
turing the work of the banks, especially Agroprombank, 
and of making them really interested in developing pro- 
duction and acting as partners. It emphasized the necessity 
of giving impetus to the development of a system of 
cooperative banks and joint-stock companies so as actively 
to attract the personal savings of enterprise and farm 
workers to improve their economic activities 


Significant funds will be issued to processing enterprises in 
the agro-industrial complex in the near future. The follow- 
ing figures indicate the scope of these tasks: in the course of 
8 years, it will be necessary to put 77 billion rubles of 
capital investments into the development of the processing 
branches, to reconstruct and reequip more than two-thirds 
of the capacities in the meat and dairy, butter and fat, 
confectionery and baking industries, and to establish the 
necessary capacities for the timely acceptance, storage and 
processing of agricultural raw materials. This is the largest 
area for the application of the knowledge and experience of 
specialists and managers of institutions such as USSR 
Agroprombank and USSR Promstroybank. 


Cooperatives for the production of goods and the provi- 
sion of services can and must play a conspicuous role in 
the saturation of the market with goods and services. The 
necessary conditions have been established for their 
development. A decision has been made on the improve- 
ment of the material and technical supply of coopera- 
tives in wholesale trade. The cooperative movement 1s 
developing rapidly. The number of operating coopera- 
tives increased in 1988 from 14,000 to 78,000 and 1.4 
million people are employed in them. The receipts of 
cooperatives exceeded 6 billion rubles last year and 
almost 5 billion rubles in the first quarter of this year. 


Short-term credit investments for the development of 
cooperativeactivities already amount to 755 million 
ruble and they increased by a factor of almost |3 during 
the past year. The cooperatives have been given 450 
million rubles in credit for the establishment and expan- 
sion of fixed production capital and the increase in the 
production of consumer goods and services. 


The amount of credit for the development of individual 
labor activity tripled in the last year and exceeded 121] 
million rubles. 


In this area of work, unfortunately, a large share of the 
loans are not paid off in the set time, in connection with 
which bank institutions must analyze in depth the situa- 
tion with respect to payments discipline and take measures 
to improve it and to recover loans in a timely manner. 


Under the conditions of the existing situation with 
respect to the monetary turnover, the role and impor- 
tance of organizing work in bank institutions to control 
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the expenditure of funds for wages are increasing. In 
1989, quarterly standard correlations were introduced in 
the branches of the national economy. They are called 
upon to ensure economically correct proportions 
between the increase in the average wage and in labor 
productivity and the observance of the requirements of 
the USSR Law on the State Enterprise (Association). 


The councils of ministers of union republics, ministries 
and departments were entrusted with the control over 
the observance of the affirmed standard correlations by 
enterprises and organizations. The institutions of the 
USSR Promstroybank, USSR Agroprombank, USSR 
Zhilsotsbank and USSR Savings Bank are obligated to be 
guided strictly by standard correlations when they give 
Out money to enterprises and organizations for the 
remuneration of labor. 


The bank institutions have been granted the right not to 
issue funds to enterprises and organizations for the 
payment of wages in excess of the sums flowing from 
planned standard correlations and also if necessary to 
establish monthly control over the payment of wages in 
enterprises and organizations that violated the indicated 
correlations in the previous quarter (year) 


Specialized banks must stop the attermpts of enterprises 
to expend unearned means for wages. For this purpose, 
one should systematically analyze the efficiency of the 
applicable system for the formation and expenditure of 


the wage fund (unified fund for the remuneration of 


labor), opportunely reveal its negative aspects that do 
not contribute to the thrifty expenditure of means for the 
payment of labor, make the necessary suggestions for 
their elimination and work out proposals for the 
strengthening of bank control over expenditures from 
the wage fund. 


The improvement of the savings practice occupies a 
prominent place in the complex of measures to 
strengthen the monetary turnover. Under the conditions 
of the further increase in monetary incomes, the institu- 
tions of the Savings Bank face the task of the furth>r 
intensification of the work to attract the means of the 
population above all on the basis of the broad introduc- 
tion of progressive and convenient forms of savings. It is 
necessary to seek constantly to reduce cash in circula- 
tion, ensuring the expansion of operations to transfer the 
wages of workers and employees to deposit accounts and 
to develop effective forms of accounts and banking 
services for the people. It is especially important to raise 
the level and standards for serving the population and to 
ensure an expansion of the network and most rational 
location of institutions of the Savings Bank and an 
improvement of their work routine. 


They are expanding the sphere of the long-term exten- 
sion of credit to the population for the satisfaction of 
social needs: for individual housing construction, for the 
acquisition of garden houses and the improvement of 
garden plots, and for the equipping of households. In 
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1988, five times more credit was issued for the indicated 
purposes then in 1987. But there were cases in which it 
was provided for the wrong purpose. In the Turkmen, 
Tajik, Uzbek and Georgian union republics and Rostov 
Oblast, cases were revealed 1n which loans were provided 
under fictitious information of ispolkoms of local soviets 
affirming the right to credit even though the borrowers 
could not take advantage of such a right 


Taking into account what has been stated, it is essential 
for the Savings Bank to establish stricter control over the 
validity of the issuing of loans and the utilization of 
money received for a particular purpose. 


In the current year, the possibilities of the loan fund of 
USSR Gosbank and the USSR Savings Bank are con- 
tracting, in connection with which banks will be forced 
to reduce the investment of credits for the provision of 
the consumer needs of the population. Considering this, 
bank institutions should grant credits above all for the 
completion of carry-over facilities and carefully examine 
petitions on the satisfaction of the primary needs of the 
population for new credits. In so doing, the banks must 
without fail consider the presence of commodity stocks 
for construction Output and materials in specific regions. 


As was already noted, the increase in the role of credit 
and the strengthening of the monetary turnover are 
inseparably linked with the financial normalization of 
the national economy. Of great importance in the com- 
plex of measures for the normalization of the economy is 
the realization of programs worked out with the partic- 
ipation of the banks to eliminate the unprofitableness of 
enterprises in national economic complexes. The main 
objective of this measure 1s to achieve profitable work 
principally in 1989 and no later than 1990 in individual 
major economic bodies 


The financial state of many enterprises and organizations 
is aggravated by insufficient own working capital from 
previous years. And this insufficiency even increased last 
year in the ministries of a number of ministries. 


Under such conditions, one must more actively apply 
economic measures to enterprises that for a long time have 
not paid their loan accounts and suppliers on time and 
declare them nonsolvent. The Law of the USSR on the 
State Enterprise provides when necessary for the liquida- 
tion or reorganization of enterprises. But this measure 1s 
still not being utilized to the proper degree. For the main 
thing—not to declare a. enterprise insolvent in the press— 
is only part of the question. It 1s important to achieve a 
normalization of its economic and financial state and here 
the banks are not yet active enough. 


Under the conditions of the transfer of branches of the 
economy to full cost accounting, there has not yet been a 
fundamental change in the reduction of the reciprocal 
deferred indebtedness of economic bodies, which in the 
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course of 1988 increased continuously and by | Decem 
ber had reached the level of the corresponding period of 
1987—25.8 billion rubles. .o contrast to past years, they 
abolished the pertormance of an interbranch offset of 
reciprocal indebtedness of economic bodies and the 
granting of credit for clearing up this debt, considering 
that under the new conditions of management this 
course 1s not determinate for the elimination of the 
reasons producing the financial difficulties in the econ- 
omy. The basis for the resolution of the indicated prob- 
lem must be the observation of contractual discipline, 
the timely performance of reciprocal obligations, the 
involvement of deep-seated economic reserves in the 
economic turnover, and the fulfillment of profit targets. 
USSR Gosbank allocated supplemental credit resources 
to USSR Agroprombank and USSR Promstroybank. 
And although by the end of 1988 it was possible to 
reduce the total of file No 2 to 15.6 billion rubles, it will 
be necessary to make a considerable effort to resolve this 
important problem 





With the introduction of a calendar sequence of pay- 
ments in a number of places, there has been an aggrava- 
tion of problems in the timely paying out of funds for 
wages. In the first stage of the work of enterprises under 
full cost accounting, the banks granted them short-term 


credits under favorable conditions for the issuing of 


tunds for wages when these enterprises lack money in 
their current accounts for reasons that do not depend 
upon their financial and economic activities. Some 
enterprises, not having their own means for accounts 
with workers and employees, systematically turned to 
the banks for credit for these purposes. Wages were paid 
to the collective of the machine tool building plant imen 
S. Ordzhonikidze through bank loans throughout prac- 
tically the entire year beginning in January 1988, to the 
Moscow Union of Consumer Cooperatives ‘‘Red Prole- 
tarian”’ beginning in February, and to the plant for 
machine building structures of the USSR Ministry of the 
Machine Tool and Tool Building Industry (Moscow) 
beginning in March. In all of these cases, the issuing of 
loans for wages by institutions of Promstroybank took 
place when the enterprises had significant sums of non- 
payments to suppliers and in some instances to banks. 


As the materials show, a number of bank institutions are 
still issuing loans to enterprises for wages at a time when 
there are claims against the current account, which is one 
of the ways of avoiding the calendar sequence of pay- 
ments established by the Law on the State Enterprise. 
Such occurrences are inadmissible for banks. 


The successful realization of important tasks in the inten- 
sification of the socia! reorientation of the economy and 
the comprehensive increase in the effectiveness of public 
production depends to a significant extent upon the situ- 
ation in capital construction. It is still unsatisfactory. 


The above-standard volume of incomplete construction 
increased by more than 5 billion rubles in 1988 and now 
exceeds 13 billion rubles. Efforts and means continue to 
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be dispersed in an inordinately large number of construc- 
lion projects and tactlities and we are not being success- 
ful in achieving a substantial reduction of the tund of 
construction work and of the value of construction. The 
time for the building of many production facilities 1s 
twice or triple the planned time 


We have not been successful in taking a step forward in 
involving uninstalled equipment in the work. The planning 
target for 1988 was not fulfilled Moreover the total value 
of surplus uninstalled equipment in the national economy 
increased and exceeded 14 billion rubles. The large vol- 
umes of above-standard construction, in which significant 
physical and financial resources are frozen, are having a 
negative effect on the country’s economy. Because of the 
long delays in construction and the failure to meet the 
deadlines for the putting of facilities into operation, the 
wages paid out to builders are not covered by a correspond- 
ing increase in commodities, which aggravates the already 
Strained situation in the monetary turnover. 


All of this is the result of the insufficient efficiency of the 
system for the management of the investment process 
and also of the economic mechanism in operation tn 
capital construction, the expenditure nature of which has 
not yet been overcome. Nor is the banking mechanism 
vet having the necessary effect on the investment area. 


The system for providing the branches of the national 
economy with capital investments is changing in 1989. In 
the overall volume of state capital investments, the share 
of capital investments carried out through the means of 
enterprises 18 increasing and amounts to 47.1 percent 
compared with 38.4 percent under the plan for 1988 


We have to achieve a decisive change in this area on the 
basis of the maximum concentration of capital invest- 
ments, material-technical and financial resources in 
Start-up facilities, a sharp limitation of the number of 
newly started construction projects and the moth-balling 
of a number of facilities (the building of which 1s not 
brought about by primary economic necessity or of those 
having a low technical readiness or being built under 
obsolete projects). The final result of this work must be 
the bringing of incomplete construction up to the estab- 
lished standards by the end of the five-year plan. 


Buyers and contract organizations now have full respon- 
sibility for the correctness of the application of contrac- 
tual prices to construction output, for the strict obser- 
vance of the established order in the determination of 
these prices, and for the nonadmission of unjustified 
expenditures in the cost of construction. Construction 
organizations have been given the opportunity to form 
25 to 30 percent of their own production program 
independently on the basis of direct contractual relations 
with customers. Specialized banks must carry out a 
systematic analysis of the practice of using contractual 
prices in construction and inform the permanent bodies 
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of the USSR Council of Ministers, the ministries and 
departments of the USSR and councils of ministers of 
the union republics about revealed violations 


An important reserve for increasing the yield trom the 
means invested in capital construction is the raising of 
the technical and economic level of facilities under 
construction on the basis of the utilization of the latest 
scientific-technical achievements and the best domestic 
and foreign experience. In so doing, one of the effective 
means of influencing this process is the control of 
specialized banks over the nonadmissibility of including 
newly started construction projects in the plan for capital 
construction (regardless of their budget cost) when the 
technical and economic indicators of the projects do not 
meet the contemporary requirements of scientific-tech- 
nical progress. In the process of carrying Out this work 
the banks should proceed trom the fact that the USSR 
Council of Ministers put the responsibility for having the 
technical and economic indicators of the projects corre 
spond to the current requirements of scientific-technical 
progress On ministries, departments, Customer enter- 
prises and associations and planning organizations 


The raising of the efficiency of capital construction 
requires a fundamental improvement of the entire sys- 
tem for the economic management of the investment 
process. And such work has now begun. A number of 
problems have to be resolved. This involves above all the 
replacement of centralized capital investments from the 
budget with the extension of credit on the basis of 
reimbursability and payment and the development of a 
mechanism for the economic interest of all participants 
in the investment process in accelerating the introduc- 
tion of the achievements of scientific-technical progress 
into production. 


[he work experience gained in 1988 showed that the 
process of restructuring the banking system does not yet 
fully meet the requirements of the extensive development 
of commodity-money relationships in the country. Only 
the first steps have been taken on the way to the democ- 
ratization of the banking mechanism. For the time being, 
the previous monopoly of USSR Gosbank and USSR 
Stroybank have essentially been replaced with a monop- 
oloy of specialized banks. The new torms and methods of 
work are being introduced only slowly. Under the condi- 
tions of the increase in the role of low-level bank institu- 
tions, they have not been properly reinforced with person- 
nel and this problem needs to be resolved. At the same 
time, a large administrative apparatus has been estab- 
lished over them, especially at the oblast link. As a result, 
no fundamental change in the style and 1. ethods of the 
work with enterprises has yet been achieved in the activ- 
ities of the specialized banks. To a certain degree, this had 
to do with the fact that in 1988 the customers of the banks 
were administratively classified by branch characteristics 
which limited the cost-accounting independence of enter- 
prises, frequently paralyzed their initiative and did not 
Stimulate an improvement of quality and an expansion of 
banking services 
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[he process of the establishment of Commercial and 
cooperative banks that has begun in the country | 
important factor in the banking reform being carried out 
There is a search under way for new and economically 
more effective forms of organizing local banking opera 
tions and interrelations with customers. All of thes 
banks will become competitors of specialized banks and 
will force them to improve their work more rapidly. Th 
establishment of new banks 1s not a centralized admin 
istrative act but is the product of the system of cost 
accounting and self-financing and the will of sharehold 
ers and was brought about by the need to manage in a 
new way 


dan 


The new banking institutions are being 
through initiative from below on the basis of th 
lary association of state enterprises, Cooperatives and 
their unions for the purpose of the accumulation end 
rational utilization of the money resources of Coopera 
tive members tor the requirements in the development 
of a specific branch, subbranch, group of enterprises or 
region. This process reflects the realization of rights and 
the development of the initiative and enterprise ot 
primary cost-accounting links granted by the laws ot the 
USSR on the state enterprise (association) and on coop 
eration in the USSR and 1s directly linked with th 
introduction of regional cost accounting 


Organized 


volun 


USSR Gosbank 1s developing economic methods for the 
regulation of banking activities, whereby consideration 
is being given to foreign banking experience as applied to 
the special features of the economy of our country. For 
the purpose of supporting the stable solvency of banks 
and defending the interests of their clients, USSR Gros 
bank 1s establishing for commercial and cooperative 
banks a standard ratio between the bank’s own assets 
and its obligations and 1s limiting the total deposits of 
citizens to the amount of the bank’s own assets. Stan- 
dards are being formulated that ensure a liquid structure 
in the balance of the commercial bank. 


Under the conditions of the active development of the 
radical economic reform, the extension of the area of the 
utilization of commodity-money relations 


and the 
Strengthening of the independence of enterprises 


the 
establishment of commercial and cooperative banks 1s 
one of the forms of the search for highly efficient 
economic mechanisms and an alternative to traditional 
forms of banking work. These credit institutions will be 
interested partners of their clients in their achievement 
of good final results and in increasing the efficiency of 
production, because the economic and legal responsibi! 
ity for the work of banks lies fully with their founders 
and shareholders. 


ind 


a 


(JSSR Gosbank has now registered 79 cooperative 
commercial banks. The founders and shareholder: 
commercial and cooperative banks are enterprises and 
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cooperatives in practically all branches of the national 
economy. The objectives in the establishment and the 
prospects for the development of banks differ in their 
directions and scope. 


The establishment of a network of banks on a commercial 
basis will make it possible to carry out the democratiza- 
tion of banking operations and to overcome the monopoly 
in the area of credit. Each enterprise will be able to realize 
the right granted to it to choose some bank or other for 
itself independently. This will introduce into the activities 
of banking institutions an element of competition for the 
available funds of clients and their effective utilization as 
own credit resources. If we speak of the number of banks, 
in the final analysis it will be determined by life itself. 
Those banks that do not fit into the new system and do not 
justify themselves economically will put an end to their 
own existence. There 1s no tragedy here. Something else 
should be of greater concern: our network of banking 
institutions is very poorly developed in comparison with 
other countries and hence the set of banking services 
offered to clients is clearly inadequate. 


The functioning of different banks, branch as well as 
regional banks, in the national economic complex will do 
much to stimulate the implementation of full cost account- 
ing and the active development of lease relations. 


Under the new conditions, the work of banking institu- 
tions will be based on contractual cost-accounting rela- 
tions under the conditions of the functioning of the 
socialist market. It is necessary to form and put into 
operation a flexible mechanism of money and credit 
regulation that makes it possible, on the one hand, to have 
an effective influence on economic actions, to defend 
enterprises, banks and the population against the influ- 
ence of narrow departmentalism and to protect (insure) 
their monetary deposits and, on the other hand, to pro- 
vide for state control over the activities of credit institu- 
tions on the basis of economic methods of management. 


One of the important factors in the further development 


of commodity-money relations is the issue of shares of 


stock. The initial period of joint-stock activities, which 
arose this year at the initiative of the enterprises them- 
selves, was In many instances spontaneous in nature. 
Individual! enterprises guaranteed shareholders an exces- 
sively high level of payments on shares in advance, 
whereas the income on shares must be made dependent 


upon the efficiency of production and the magnitude of 


the profit received. Banks should keep in mind that it 1s 
not permissible to pay dividends on the shares of the 
labor collective from the means of the economic incen- 
tive fund (wage fund) that are not subject to expenditure 
in connection with the violation of the standard correla- 
tion between the increase in the average wage and the 
increase in labor productivity. 


The rise of cooperative and commercial banks and the 
assimilation by banks of new functions that they previ- 
ously did not have (e.g. work with shares, etc.) require an 
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increase in the level of the coordination of the activities 
of banks and a strengthening of the role of bank councils 
at all levels 


A certain amount of positive experience was gained ina 
number of republics and oblasts in the past period of 
working in the new way. There is a growing number of 
questions that the banks are examining in bank councils, 
whereby this work 1s performed in accordance with 
coordination plans that are put together collectively and 
coordinated with the plans for the work of planning and 
financial bodies as well as people’s control committees. 


The bank councils examine such questions as the course 
of the execution of credit and cash plans, the develop- 
ment of money and credit relations, proposals for the 
supplemental release of consumer goods, services for the 
population, etc. The reasons for the unprofitability in the 
work of enterprises receiving credit were examined at 
bank councils in Moscow and Leningrad; an analysis of 
the efficiency of the utilization of credit resources in the 
resolution Of the Food Program was carried out jointly 
with the bank boards in Kalinin; in Grodno Oblast, they 
carried oul a joint study of the question of measures to 
involve reserves of commodity stocks and uninstalled 
equipment in the economic turnover 


In the course of the search for new forms of strengthen- 
ing the practical contacts of banks, they have begun to 
establish special groups of economists from different 
banks for the study of important specific economic 
questions and the intensification of work in the main 
sectors. This experience was extended to Moscow, Len- 
ingrad, Tatarskaya ASSR, and Smolensk, Kalinin, Uly- 
anovsk and a number of other oblasts. 


The necessary practical contacts and coordination of the 
activities of specialized banks are still not being guaran- 
teed everywhere. Not everywhere are they showing inter- 
est in the joint discussion and development of common 
solutions to the problems that are arising and in some 
places they are taking a narrow departmental approach 
as the basis for the resolution of questions concerning the 
State as a whole. 


In some places, they have begun to divide clients into 
“their own” and “someone else’s,”” which naturally was 
reflected negatively in the servicing of economic bodies. 
These are abnormal and quite inadmissible occurrences 
that one can no longer put up with. All banking institu- 
tions regardless of their specialization have one main 
objective and the same primary tasks of a general state 
nature. They are clearly formulated in the decisions on the 
carrying out of the banking reform and must also be the 
basis for the organization of the activities of banks locally. 
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A most important component of the process of the 
fundamental restructuring of the economic mechanism 
is the reform of the administration of foreign economic 
ties being implemented at the present time. Ihe decree 
of the USSR Council of Ministers “On the Further 


Development of the Foreign Economic Activities of 


State, Cooperative and other Public Enterprises, Associ- 
ations and Organizations” passed in December 1988 
gave an additional impulse to the development of their 
new forms. The measures foreseen in it make it possible 
for most enterprises and organizations, including coop- 
eratives, to be included in the foreign trade turnover. 
Many limitations on the work of joint enterprises and 
international organizations have been removed and 
additional privileges have been made available for them. 


The needs of enterprises independently going out into 
foreign markets directly ““nudge” banks to work in a new 
way and the rapidly reorganizing banking system, in 
turn, 1s becoming capable of encouraging its clients to 
work more actively in the foreign economic sphere. To 
achieve a correct balance of interests of the sides in this 
area, it is especially important of see to it that credit and 
clearing relations are implemented between partners 
with equal rights and equal incentives. 


One of the most complex tasks for the country’s banking 
system will be the realization of the course of the gradual 
transition to convertibility of the Soviet ruble. This pre- 
supposes the establishment of economic, juridical and 
organizational conditions that would guarantee Soviet 
entegaa'ces the possibility of the free buying and selling of 
(OTe = mong these conditions, clearly, one 
should include the expansion of the sphere of commodity- 
money relations and economic methods of regulating 
monetary turnovers in the national economy: the transi- 
tion to wholesale trade; the reform of price-setting and the 
provision of comparability of domestic prices with world 
prices as well as the commodii, coverage of the Soviet 
ruble; and the improvement of the quality and competi- 
tiveness of Soveit goods in the world market. 






In this connection, the introduction of convertibility 
represents a lengthy process consisting of several stages. 
In the first of them, one should guarantee Soviet enter- 
prises the possibility of the free reciprocal exchange of 
rubles and foreign exchange belonging to them under 
economically favorable conditions. This means that 
enterprises wishing to acquire foreign exchange will be 
able to purchase it in exchange for rubles from enter- 
prises selling foreign exchange. The purchasers of foreign 
exchange will be enterprises wanting to increase their 
currency resources and the sellers will be enterprises 
experiencing a need for additional ruble assets. The 
currency funds of enterprises must serve as the source of 
currency resources for the realization of exchange oper- 
ations. The redistribution of currency resources among 
Soviet enterprises will take place without changing the 
country’s total indebtedness or the volume of state 
currency reserves. Such a version is now under study. 


15 
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A specific form of organizing currency trade will be 
regular currency aunctions, the development of the 
mechanism of which has been entrusted to USSR Gos- 
bank along with the Foreign Economic Bank and a 
number of other organizations 


The achievement of more developed forms of convertibil- 
ity of the ruble will become possible with the rise of a 
developed commodity market and a services market, 
when the money assets in the accounts of enterprises can 
be freely used for the acquisition of the means of produc- 
tion, other goods or services, and also foreign exchange 
depending upon their cost-accounting interests. 


One of the steps toward the achievement of convertibil- 
ity of the ruble will be the introduction in 1991 of a new 
official exchange rate for the ruble, which will simplify 
the existing unwieldy system of currency accounts utiliz- 
ing so-called differentiated currency coefficients intro- 
duced in the first stage of the reform of the country’s 
foreign economic ties 


The raising of the level of the organization of banking 
depends to a considerable extent upon the utilization of 
organizational-technical means and automated systems 
for the management of banking operations. 


It 1s well known that in the process of reorganizing the 
banking system it was intended to provide for the 
centralized servicing of all banks through a single com- 
puting system. But this work has been delayed for the 
time being. Heretofore the servicing of banking institu- 
tions has been performed locally by the computing 
centers of USSR Gosbank and USSR Promstroybank. 
And in 30 regions, the computing centers of USSR 
Promstroybank, whose computing capacities are not 
fully loaded, are functioning along with those of USSR 
Gosbank. It cannot be considered correct when locally 
the managers of specialized banks are turning over the 
processing of the money-clearing documents of their 
branches to departmental computing centers instead of 
doing this at the computing centers of USSR Gosbank. 
The processing of the documents of the branches of 
USSR Promstroybank at departmental centers has 
already led to the disruption of the unified organization 
of clearing, to a significant increase in the volumes of the 
turnovers between branches, to a slowing of clearing 
within one city by several days, and to adoubling or 
tripling of information flows because of the parallel 
exchange of documents between computing centers and 
bank institutions. 


If one speaks of the general indicators of the work in the 
automation of banking operations, then it should be 
noted that at the present time in the commercial opera- 
tions at all levels of the banking system there are 698 
tasks covering the basic areas of banking work: the 
organization of clearing, the extension of credit, financ- 
ing, the monetary turnover and the cash execution of the 
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state budget. Of these tasks, 345 are resolved at the level 
of the central staffs, 126 at the level of republic banks, 
100 at the level of oblast boards, and 127 tasks at the 
branch level. 


It is planned to organize two new (omputing centers in 
Aktyubinsk and Semipaltinsk in the course of 1989. An 
additional 370 institutions of USSR banks, including 
281 from USSR Agroprombank, 42 from USSR Prom- 
stroybank and 38 from USSR Zhilsotsbank, are being 
shifted to the processing of information through comput- 
ing centers in 1989. 


In speaking of the long term, it must be stressed that a 
“Concept for the Development of Automation and 
Mechanization in the Banking System” and a “Complex 
Program for the Automation and Mechanization of 
Work in the Banks of the USSR for ihe Period Through 


the Year 2005” are being developed for the purpose of 


ensuring qualitative data-processing services for all 
banks in the USSR. 


On the basis of these materials, it 1s planned to prepzere an 
extensive scientifically founded program for the develop- 
ment of the automation of banking operations in the 


country as one of the basic factors in the establishment of 


the information base for the qualitative change of the 
administrative labor of banking workers and the provi- 
sion of analytical and reporting data on the monetary 
turnover, the utilization of credit resources and clearing in 
the country to economic bodies. At the same time, prac- 
tical work is being done to establish an automatic system 
of administration of USSR Gosbank—a system for the 
collective utilization of the banks of the USSR. 


The further extension of the banking reform requires the 


comprehensive improvement of the work with staff 


workers, the acceleration of the restructuring of eco- 
nomic training in the banking system, the all-out 
improvement of the professional skills of bank workers 
in accordance with the increasing demands resulting 
from the economic transformations in the country, the 


reform of the political system and the democratization of 


all aspects of the life of the Soviet society. It 1s necessary 
to fight more actively against bureaucracy and to be 


bolder in promoting young staff workers capable of 


thinking and acting in the spirit of perestroyka. The 
honorable duty of the many thousands of workers in the 
banking system 1s to make their worthy contribution to 
the resolution of the tasks in strengthening the country’s 
economic potential. 


COPYRIGHT: “Dengi 1 kredit”, 1989 


New System Criticized 
18200396 Moscow PRAVDA tn Russian 
21 Jun 89 Second Edition p 2 


[Article by Candidate of Economic Sciences V. Rudko- 


Silivanov: “A System for Expenditures: The Two Sides 
of Bank Reform”’] 


{Text] The article “For Every Wise Man” was published 
on 7 December 1988. The editor’s office is still under 
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“attack” by readers’ responses. It is apparent that the 
problem of bank reform has touched a nerve. And the 
general conclusion is categorical: the reform has artifi- 
cially created still another global and acute problem for 
the country. Neither the modern vocabulary nor the appar- 
ent organizational fuss can cover up the main thing: the 
baby has been thrown out with the bath water. 


“We tried to write about those same problems that were 
raised in the material in PRAVDA but each time we 
were stopped by the thought that perhaps from here, 
from below, we do not know the ‘great objectives’ of the 
reorganization. But as time has shown, the reorganiza- 
tion is merely an appearance.” This is how R. Yerm- 
lova, deputy director of the Achinsk branch of Agrobank 
and a representative of the remote areas, assesses the 
reform. And the letters of many readers support the 
degree of her “seething” with respect to the unsound 
bank reform taking place. 


“The perestroyka that has been carried out only 
increased the administrative apparatus at the top,” 
declares banker V. Bykovskiy from the city of Rechitsa 
on this account. 


When they refer to the larger number of bankers in 
developed foreign countries than here, they shamefully 
ignore one significant difference: here there is a sched- 
uled list of staff members and abroad they are practical 
commercial people and marketing workers. 


In short, instead of aiming the restructuring of the credit 
system at strengthening the extremely weakened low- 
level link and at changing economic relations with state 
enterprises, they strengthened the command-administra- 
tive superstructure in all levels of management. Espe- 
cially since this required only that they replace the sign. 
In return, under the mark of “specialization,” the inven- 
tors of the trick acquired minister's portfolios. 


Having buried the territorial principle of servicing cli- 
ents, as the authors of many letters note, they made them 
take a Via Dolorosa from one end of the city to the other. 
It is now easy to understand how this will curb true cost 
accounting and the transition of local authorities to 
self-administation. 


But let us listen to those who like the bank reform. “The 
first fruits of any restructuring are problems. Only move- 
ment down the old path can be without problems,” 
consoles S. Amirbayev, director of the Kokchetav Oblast 
Board of USSR Promstroybank. 


Let us see whether this is really so. “The establishment of 
specialized banks complicated the work in clearing and 
the extension of credit, the turn-around time for docu- 
ments increased from 10 to 15 days...."° (M. Chernov, 
deputy director for economics of the ““Kazanbytkhim” 
Production Association). ““The establishment of six 
banks instead on one complicated the financial work of 
combines. The enterprises that comprise them are served 
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in different financial operations in practically all of these 
banks and they dictate their own conditions, essentially 
having no responsibility for incorrect actions. What kind 
of partnership 1s this? It is formal arbitrariness....”° (L. 
Kutyavin, director of the financial and clearing center of 
the “Moskva” Agro-Industrial Complex) 


No, the expected economic miracle did not take place 
with the changing of the signs of the banks. The evidence 


for this 1s not only the responses but also the results of 


the work in the country over the last year. Promstroy- 
bank, Zhilsotzbank and Agroprombank were not able to 
stop the notorious “incomplete work” in construction. It 
increased by 62 percent. In this connection, an even 
larger quantity of surplus paper mone has been put into 
circulation. The shortage of commodities continued to 
increase and the inexpensive assortment was washed 
out. The rate of increase in output was larguiy deter- 
mined by the increase in prices 


In the light of these unhappy results, the attempt to 
attribute the reduction of credit investments while the 


volume of production was increasing to the merits of 


specialized banks does not stand up to criticism. For this 


is nothing other than the result of the transition of 


enterprises to cost accounting: economy practices, higher 
prices, an increase in the volume of own means, the 
abolition of wasteful! credit for payment, and the existing 
administrative system for getting credits through the 
channels of the specialized banks. Indicative in this sense 
is the deferred indebtedness on loans and reciprocal 
accounts, which increased by 17.5 billion rubles in the 
country in 10 months. The results of the first quarter are 
no better 


And whereas from the height of the eagle’s flight of some 
responsible workers the breakdowns in the credit- 
clearing and cash servicing 1s merely a vexatious episode 
that is now behind us, this has a different assessment 
intensity and significance here on this sinful earth. 


The unjustified and uncontrollable division of banks 
weakened and exposed the alreaty weak link of account- 
ing workers. There 1s no clear prospect for reducing the 
balance in interbranch turnovers for 1988. Just as in the 
time of stagnation, some make the decision but, as 
everyone knows, the switchman ts responsible. The total 
volume of payment documents that were long without 
owners in the country reached 8 billion rubles at the end 
of the year. 


There is nothing simpler, of course, than to see so-called 
temporary difficulties behind all of this confusion, as the 
fathers and ideologists of reform do. But let us not once 
again confuse growth difficulties with the increase in 
bureaucracy. There are questions that you cannot get 
around through boundless optimism. Among them are 
the questions of the monetary turnover, internal and 
territorial cost accounting, credit and others—the ones 
that represent the essence of the market eccnomy. 
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As you know, USSR Gosbank has contro! over and 
responsibility for the state of the monetary turnover. How 
can it influence an economy of shortages without having 
its Own institutions locally? Quite clearly it cannot at all. 
But credit and the means for capital investments are 
issued by the specialized ban's and Gosbank provides 
only their cash part post factum, and that with the 
assistance of the branches of the specialized banks 


Certainly this is not the only reason tor the worsening of 
the health of the monetary turnover. Bul attempts to 
simplify the problem in comparison with others suppos- 
edly more important are, to put it mildly. unconvincing: 
one must not naivly disregard the integrity of the mone- 
lary turnover, the very essence of money and its function. 


In realizing the plans of the astute bankers, we are 
becoming the first state without a national bank. Is this 
reasonable? Is there any benefit, | ask. from such an 
innovation? Everything depends, of course, on where we 
direct our movement. If it is in the direction of the 
development of market relations and economic meth- 
ods, then the reform that has been carried out 1s clearly 
not in accord with common and the Leninist 
position on a single state bank as the frame of the 
socialist society, in which he saw nine-tenths of the state 
system. The gradual movement toward the restructuring 
of the economy leads us to the necessity of fulfilling these 
Leninist conditions. 


sense 


Now as for the assertions that things are getting off dead 
center in the transfer of specialized banks to cost 
accounting and self-financing. Judging by the volumi- 
nous mail on this subject, cost accounting 1s by no means 
a panacea against the troubles of specialization. It has 
clearly illuminated the unsoundness of the idea of spe- 
cialization. It is enough, for example, to refer to the 
desperate letter from the workers of the financial direc- 
torate of the agroprom from Leningrad: “In fact we still 
have departmental dictates and petty interference in 
relation to enterprises, which was also manifested with 
the transition of banks to cost accounting. The result: all 
60 enterprises of the Leningrad Committee. including 
those that are located more than 70 kilometers away, are 
served by one single operational directorate.” 


For the universal banks to work normally, each of them 
has to acquire specialists from all branches of the 
national economy. But this leads to the next “influx” of 
career bureaucrats... 


The question ts this: either credit will regulate the 
efficiency of the development of the territory, participat- 
ing in the establishment of its flexible market mecha- 
nism—and then there is no need for a multi-stage 
administration of specialized banks—or administration 
will thrive but will forget to dream of efficient 
territorial cost accounting 


we 
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Ricardo knew even in his time that without the free 


transfusion of capital there is no average standard of 


profit and there is no efficiency. But today administra- 
tion has triumphed again and it 1s quite probable that in 
the government document they will later write that 
credit has lost its function. But what is the cost of this to 
perestroyka? Did today’s banking “innovators,” who are 
trying to force a distorted model of a capitalistic bank 
into the rigid monopoly-command system of manage- 
ment of the country without consideration of its scope 
and level of development, gave thought to this? 


There they have a market oversaturated with commodi- 
ties, an objective law of value and a developed market 
mechanism. We still have a largely rationing economy 
burdened with shortages and throttled by Gosplan, the 
Ministry of Finance and other “Gos” and “Mins.” State 
control 1s being eroded: the tools for the management of 
the economy under the conditions of democratization are 
being lost and shortages and inflation are increasing. To 
the point, according to an analysis by the American 
economists Elvin and Heldi Toffler, the reform in China 
is paying for the absence of a strong and centralized 
system of banking operations through a loss of control 
over key economic processes and an increase in inflation. 


The conclusion, I think, is on the surface: there is not and 
has not been a need to specialize banks for the purpose of 
establishing consortiums, because on the same basis you 
cannot create a more powerful consortium than a single 
Gosbank. It is another matter that in resolving the main 
question in perestroyka—the changing of economic rela- 
tions and the overcoming of alienation from owner- 
ship——one should make better use of its potential. Qual- 
itatively new relations can arise only in the event that 
enterprises unite their means in commercial (coopera- 
tive) banks and more extensively attract the personal 
savings of citizens. It will also accelerate the resolution of 
the problem of savings banks. And, finally, these means 
will begin to serve the one one earned them. 


Thus, the solution is to establish a state bank system with 
a territorial network of own and commercial institutions. 
And in saving the system from the attacks of command 
and bureaucratic distortions, to subordinate Gosbank to 
a new higher Soviet authority. 


In a state based on law, no one other than the people 
that is, the Congress of People’s Deputies of the USSR 
has the right to levy an additional tax on anyone at will. 
This right must belong only to the people’s legislative 
body. Then there will be real control over the actions of 
the government. And the people will be able to judge 
these actions not just on the basis of “doctored” statis- 
tical reporting. But the main thing is there will be 
feedback permitting one not merely to receive opportune 
declarations but to take specific actions without bringing 
the economy to an absurd state or atrophy. 
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“Having become convinced of the unsoundness of spe- 
cialization, the collectives of Zhilsotsbank and Agro- 
prombank decided to merge,” says T. Mentyukova, 
deputy director of the Aleksandriya Agroprombank, who 
is also concerned. “Despite the support of local directive 
bodies, the implementation of this proposal is being 
slowed by the Kirovograd Oblast board of Zhilsotsbank, 
which will be a superfluous link. A struggle is under way 
for portfolios. The collective has been in a fever for a 
year now. Why worsen economic work through their own 
hands and delay clearing?” wonders T. Mentyukova. 


Indeed, for whom, after all, are we doing perestroyka? 
For the people and for the economy or for those who are 
pulling the chestnuts out of the fire with enviable dex- 
terity? Apparently it 1s no accident that the responses are 
calling the work of the council of oblast banks a council 
of the deaf and Gosbank, without real means of coordi- 
nating the actions of the banks, a king without authority. 
The result? The depariments of Gosbank for coordinat- 
ing, cash and auditing work are not fully loaded with 
work. The planning and monetary turnover departments 
are not working sufficiently efficiently and the auditing 
work of the specialized banks 1s piling up. There is 
duplication. And the collections department is also con- 
tributing to this confusion... 


We, of course, will begin to see. As in the past, the 
increase in inflation and shortages wil! help us tn this. 
Only who will pay for the losses? Or will it again befilag 
pocket of the working person and the credit released to 
perestroyka? 


Unfortunately, the restructuring of the banks today is 
being determined not by economic practice, not by 
common sense in conformity with domestic and foreign 
experience and not by the opinion of scientists and 
practical workers but by the bureaucratic system. And in 
practice, the words pronounced trom the platform of the 
19th Party Conference to the effect that the most signif- 
icant miscalculations and failures of perestroyka are in 
those areas in which decisions were made in secret, 
without extensive discussion by specialists and without a 
sober assessment of the existing problems, have not yet 
hit home. 


Market Economy Requires Shifts in Attitudes, 
Values 

18200357 Moscow IZVESTIYA in Russian 

12 May 89 Morning Edition p 2 


[Article by D. Lvov, corresponding member, USSR 
Academy of Sciences; V. Gerasimovich, candidate of 
economic sciences; and S. Glazyev, candidate of eco- 
nomic sciences: “The Difficult Road to the Market’ 


[Text] The course of perestroyka is still evaluated on the 
basis of economic growth rates. This would seem to be a 
mistake. What is really behind them? Very often, inferior 
products, obsolete products or simply products that no one 
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needs; product-mix modifications involving the replace- 
ment of inexpensive products with products that are more 
expensive but by no means of higher quality; and, finally, 
double counting of one and the same product. As a result, 
while the shortage of many goods and services is dire, the 
country is bogged down with superfluous economic activity 
that accounts for less than one-third of total output. 


High rates do uot always mean success 


The aim of perestroyka is to sharply reduce and subse- 
quently eliminate superfluous economic activity alto- 
gether. This will lead to a relative slackening of the 
tempo. The cardina! technological reconstruction of the 
national economy will also work in the same direction. 
However it must be remembered that all developed 
countries faced with the need to rebuild their economy 
on the basis of modern technologies have been com- 
pelled to organize the large-scale redistribution of 
resources from obsolete production facilities to new 
facilities, which has been accompanied by the consider- 
able decline of economic growth rates to negative values. 
But today’s successes along the road of scientific-techno- 
logical and economic development show that they have 
benefited from the temporary decline of growth rates. 


We are currently setting ourselves the task of making the 
transition to resource-saving technology through elec- 
tronics everywhere. This not only means a saving of raw 
materials and higher labor productivity but also makes it 
possible to buy computers at a lower cost. Unlike our 
country, the information technology boom in all capital- 
ist countries has been accompanied by a sharp reduction 
of prices on electronic products. If this also happens in 
our country, this will inevitably lead io the relative 
decline of tempo. You will agree that such a decline in 
our country would be the eauivalent of spasmodic qual- 
itative growth 


Thus if the Soviet economy's current development 1s 
judged on the basis of the growth rate of national income 
or social labor productivity, the lowering of this rate would 
attest to the normal course of the economic reform and 
reconstruction of the national economy. Conversely, high 
growth rates in the present situation are an indication that 
economic development 1s continuing in previous direc- 
tions or that the statistical data are unreliable. 


The problem is not that we are not developing at a 
sufficiently rapid rate but is rather that this development 
is irrational: increasing volumes of resources are 
invested in useless types of economic activity that do not 
bring the desired return in the form of betterment of the 
people’s well-being. 


But this is specifically the goal of perestroyka. Any 
dogma—even if it has the aura of being “scientific, but 
does not stand up to this basic criterion of perestroyka— 
must be vigorously cast aside 


19 


NATIONAL ECONOMY 


At the same time, we must avoid making hasty decisions. 
Success will depend on two invariable conditions: that 
variants of the whole conception of socioeconomic 
development be siudied in detail with the participation 
of the broad masses of working people and that stages in 
the implementation of the reform be precisely defined 
and the criteria of their completion be identified 


This must be an action program of the peoplé anc not 
just one more directive handed down from the top. Now, 
at a time when the economy 1s at the crossroads, it 1s very 
important to make a correct choice of the road that will 
lead us to a place where man will l:ve an incomparably 
easier and better life, where he will be given the oppor- 
tunity to reveal his intellect and abilities, and to place 
them in the service of all society. In principle, 1t is clear 
that this is the road to the market, to a market economy 
But while embarking on this road, we must clarify a 
number of important points for ourselves. 


Many of our countrymen firmly associate the market 
economy and competition with fraud, financial specula- 
tion, consumer deception, and with squeezing the sweat 
out of the exploited working people. The population's 
attitude toward the market 1s reflected in the folk saying 
“If you want to sell anything, you have to cheat.” 
However, the reality of modern developing countries 
with a market economy differs appreciably from stan- 
dard images of entrepreneurial activity and the impov- 
erishment of the working people. 


The rationalization and regulation of market relations in 
modern developed countries have not come by them- 
selves and have not been the result of the good will of 
Capitalist entrepreneurs. The increased legal sophistica- 
tion of the broad masses, the rationalization of public 
consciousness, the development of societal oversight 
over economic activity, and, not of least importance, 
competition and the intense struggle of enterprises for 
the consumer have been the principal factors. Today it 
has become simply disadvantageous to deal dishonestly, 
to cheat pariners, consumers, or workers. All fraud very 
soon becomes public knowledge and with the loss of the 
reputation of a decent, honest person, banks, business 
clubs, and associations close their door to the entrepre- 
neur, and customers turn away from the given firm. A 
good reputation has acquired exceptionally high com- 
mercial value. 


The market is essentially an aggregate of rights. The right 
of producers to make independent decisions on the mix 
and scale of production; the right to set prices: to enter 
into various contractua! relations with partners in eco- 
nomic activity. The right of customers to acquire goods 
of the desired quality and type and to the free choice of 
a supplier. The right of the working people to be paid for 
their labor in accordance with its quantity, quality, and 
the skill level at which it is performed. The right of the 
working people to a decent living standard, to a decent 
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ncome,. and to having their interests protected by state 
rgans Of power. The mght of the state to receive reve- 
1ues and to implement decisions necessary to the dis- 
harge of its functions 


On the culture of business relationships 


rights do not exist in themselves, but are 
lized in the complex system of social relations that are 
regulated by organs of legislative, executive, aid judicial 
ower, and specialized social organizations. The 
market cannot function effectively without a developed 
tem of institutions that protect the rights of produc- 
population, and the state. But since the effective- 

‘ss of legal institutions 1s determined by general legal 
yphistication and ethics of the population’s business 
itionships, it can be said that a quite high degree of 
egal sophistication on the part of the masses and high 


1 
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business ethics are a necessary condition to the effective 
functioning of the market 

preneurs operating in the market are indeed guided 

the cold calculation of maximizing profits. They 

hoose the easiest, most reliable avenues to this goal 


ng up prices, speculation, falsification of product 

_ tax evasion, and other forms of fraud are a very 

ay of extracting Iincome—a much easier way than 
reasing the effectiveness of production. The attempt 


to maximize income prompts entrepreneurs to engage in 
fair competition and only developed social oversight 
t demands by the business community to 


and ethics in business relations, rein- 
d by the power of the law, and keep entrepreneurs 
ontrary to public interests 


tions that run 


he same time, the working people are interested in 
sing their standard of living irrespective of the quan- 

id quality of their labor inputs. Only the high 
production relations reinforced by a devel- 
ysiem for the coordination of interests and the 
gal resolution of contradictions guarantees the eco- 
against extraordinary pressure on the 


yh wtn Ot Wages 


ty of 


ture ] 


system 


lhe significance of high legal sophistication of the pop- 
lation and ethics of production relations for the effec- 
live functioning of the market becomes obvious if we 
ympare the action of market relations in highly devel- 
ped and less developed countries. The system of pro- 
duction relations in Latin America, for example, oper- 
s according to the same principle as the USA, Western 


Furope. and Japan. The results, however, vary. And the 
oint here 1s not the size of the cumulative production 
tential fin the Federal Republic of Germany and 
Japan, it was substantially destroyed by the war 40 years 
) The lack of legal sophistication and of ethics of 
nomic relations in the social consciousness of the 


developing countries 1s the principal for the low effec- 
ss of the Latin American (and all the moreso, the 


tive Tit 
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Atrican) market. Their economy 1s not protected against 
the tyranny of domestic and foreign entrepreneurs by the 
institutions of social control over economic activity 


Under the conditions of a low level of legal sophistica- 
tion and the ethics of business relations, the bribery of 
State officials, blackmail, the application of violence, and 
in some cases, coups d'etat, become the usual arguments 
in market competition. The lack of development ot state 
and social oversight over entrepreneurial activily creates 
the possibility of unfair competition of producers, espe- 
cially large producers. Unduly high prices on finished 
goods and unduly low prices on raw materials and 
manpower, the falsification of product quality, sand the 
creation of favorable conditions for activity through the 
bribery of officials are usual phenomena in the econo- 
mies of the developing countries 


At the same time, the low culture of production relations 
prompts the working people not to look for rational ways 
of obtaining higher pay—by increasing labor productivity 
for example—but rather to go out on strike and to engage 
in political struggle in order to increase their income 
without regard to the real productivity of social labor 


Uncontrollable inflation, anarchy of production 
splashes of ethnic tension, and general economic and 
political instability are the result of development of 
market relations in an environment with low legal cul- 
ture and undeveloped economic ethics 


Unfortunately, in Russia the attempt was made long ago 
to judge not according to the law but “according to 
conscience” (1. e., in accordance with traditional views 
about social justice). The last decades have done little to 
strengthen legal conscience and to inculcates the ethics of 
production relations. At the same time, the relatively 
high educational and the general cultural level of the 
greater part of the population of the nation makes 1t 
possible to hope that the legal culture and ethics of 
production relations can, with the restructuring of the 
economic and political system, be raised in quite a short 
period of time. 


The breakthrough in social consciousness ts the guarantee 
of perestroyka’s success. Until the majority of the popula- 
tion learns to think and act in the new way, not even the 
most decisive reform of the system of management of the 
economy and society can guarantee the irreversibility of 
change. The introduction of new economic relations must 
therefore be accompanied by mass propaganda of the 
system of values corresponding to them 


Thus the development of individual and cooperative 
activity and the lease contract must be accompanied by 
the propagandization of such an ethical norm as the 
respect for and the inviolability of property, which ts so 
fundamental to the development and market relations 
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This norm 1s extremely undeveloped in the public con- 
sciousness. Citizens’ ownership of means of production 
used in conjunction with hired labor 1s unlawful and 
hence open to the encroachment of both individuals as 
well as of state power. Mass organized crime against the 
property of cooperatives, which does not encounter 
widespread condemnation by the public, is the other side 
of the same phenomenon. It is obvious that the lack of 


respect for one’s Own property and for the property of 


others is a vestige of communal consciousness and 
barracks socialism and that it will greatly hinder the 
development of market relations. It cannot be healed by 
stern legislathve measures or by active propaganda. The 
multiplication of the personal property of broad strata of 
the population, the encouragement of all manner of legal 
forms of labor application, and the enrichment of the 
citizens are the best remedy in the given instance 


The state and the population: who serves whom? 


A feeling of alienation toward labor 1s the reverse side of 
the indifferent attitude toward property. During the long 
years of existence of the administrative system, people 
lost the sense of connection between the quantity, qual- 
ity, and skill level ot labor on the one hand and the 
amount of its remuneration on the other. The workers’ 
thinking became firmly oriented toward receiving rather 
than earning income and, moreover, toward obtaining a 
certain guaranteed minimum. There 1s something not 
entirely right about the onentation toward intensive 
labor for the sake of high earnings. It is not by chance 
that the broad masses are ill-disposed toward coopera- 
tives, lessors, all forms of personal enterprise and that 
high incomes are associated with underhanded practices. 
A graphic example of this 1s our press’s broad condem- 
nation of latter-day millionaires who, even though they 
are operating within the law, are becoming rich. 


Moral norms that condemn enterprise, high income, and 
intensive labor, and that orient the individual toward a 
guaranteed minimum wage irrespective of the quantity 
and quality of labor, are a serious obstacle to economic 
retorm and the development of the socialist market 


These features of the mass mind did not form in just one 
decade. They reflect the objective status of the individ- 
ual in the administrative system that rids nan of the 
concern to display any initiative and enterprise and the 
concern for means of subsistence. 


This 1s reflected most vividly in the patriarcha! attitude 
of the citizen toward the state. It 1s perceived as a stern, 
demanding master that stands above society, that dis- 
poses over all social activities, and that secures the 
equitable distribution of incomes. People feel that they 
are serving the state and that they are receiving pay for 
this service. 


Such an attitude toward the state 1s a striking contrast 
from the attitude that 1s characteristic of citizens with a 
developed market economy. They view it as a common, 
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heavy burden that everyone must share. Aftes 


Slate with its large appara‘tus iuncuons at thee 


citizens and enterprises that finance state expen 


trom their own income. It is popular to compare 


with a night watchman who has to be maintained fro 


the need to keep orde1 


The position of the state in society is manites 


practice of financing its expenditures. As is know 


our country itis the practice—legalized by dep 


decrees—to take part of the profits of state ent 


and to pay it to the budget It iS Curious that 
received by the treasury trom the enterprises 


returned to the enterprises by the treasury but 


tributed form. Thus, well-functioning enterprise 


patriarchal family feed the family's dependents 


Citizens also finance the state. Thirteen perce 
larly taken from their pay and paid to the state 


D ld gt 


the form of revenues. Once again it is taken: the 
do not contribute it independently. Thus the non 


pendent status of the citizen as a state employ 
more reintorced in the thinking of the masses 


As already stated. the devclopment of market 
presupposes a corresponding change tn publi 


It includes change in people’s attitudes toward prope 


and labor, the inculcation of respect for order 


law, and, naturally, the rationalization of 


Relations of the individual and the state, inclu 
procedure for financing state expenditure: 


undergo corresponding change. It must be pla 
the strict framework of the law. Taxes on the 1 


negligent enterprises just as the healthy member 


cit 


citizens and organizations must become the sole 


of state revenues 


In our view, the tax declaration, which ts wides 


practically all developed countries. is needed h 


taxpaying citizen will then be required to inf 


organs about all income received during the 
the sources of income, about personal propert 
estate. A tax scale will be established for each 
articles depending on the level of income or t! 
property owned. This will be the basis upor 

are paid to the state budget and to budgets of 
local organs of power. The taxpayer hims 


makes the valuation of his property, but the auil 


reserve the right to release property at the price ! 


in the tax declaration 


The creation of such a mechanism would make 
ble to dramatically alter the existing picture of 
interrelations 


First, the negative illusion of the state as 
benefactor and breadwinner would disappear 


Second. we will learn the real differentiation of 
and accumulated values in our societs 
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Third, the accents in the struggle against economic 
crimes will change dramatically 


Fourth, the tax declaration creates a uniform foundation 
for the development of the total diversity of forms of 
production § activily—cooperative, contract, leasing 
joint-stock, state, etc. They can be effective only when all 
these forms “play according to the same rules,” and not 
when one plays soccer, another plays hockey, etc., as 1s 
the case at the present time when different state regula- 
tory methods are used. 


The fifth and final point is that the tax declaration 
carries with it legal and economic sophistication which 
the great majority of the populaticn as yet lacks to the 
extreme 


We recognize that we must build a market-regulated 
economy. However, we must go farther and understand 
that we lost time while we were acting according to the 
principle “‘“we weren't born yesterday.” 


PLANNING, PLAN IMPLEMENTATION 


Reform of State Order System Needed 
18200398 Moscow 
MATERIALNO-TEKHNICHESKOYE 
SNABZHENIYE in Russian No 5, May 89 pp i0-15 


[Article by P. Bunich, Corresponding Member of USSR 
Academy of Sciences: “State Order: From Plans To 
Reality”’| 


[Text] When the state order appeared for the very first 
time—initially there was a bewildered silence. Voices 
gradually began to be heard implying that this was not an 
order but rather a command and that everything 
remained just as in the past. For a period of several 
months prior to the party conference, the scale of 
speeches opposing the state order reached a zenith point, 
but just as quickly the tension subsided and there was a 
reason for this. Each economic executive simultaneously 
has two faces: that of a consumer and a salesman. As a 
salesman, he wishes to sell freely. And thus he spoke out 
against the all-encompassing state order which restricts 
him. However, before very long the economic executive 
came to understand that there was nothing to sell if there 
were nO raw materials, other materials and so forth 
available for sale. And then there was social opinion—in 
the manner of a wall, it stood behind the state order 100 
percent which, in the absence of a market for the means 
of production serves to nourish the plants and factories. 
When the discussion turns to selection: “order or rejec- 
tion,” an order is automatically selected. The danger of 
supply being taken away is a greater evil than the 
deprivation of independence. This absurd phenomenon 
is also continued by conservatism, a lack of desire and an 
inability on the part of leaders of “‘toylike work” to find 
the needed raw materials and to display concern for 
marketing. Unfortunately, there are many such leaders, 
but they are hardly in the majority. There is a legion of 
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“hungry and thirsty” individuals who dream ot creativ- 
ity and more or less programmed Soviet Putilovs who, 1t 
is hoped, will make a decisive input 


There is still another factor which tends to weaken the 
interest of economic leaders in criticizing the state order 
As soon as it mechanically replaces the former state task 
and the incentives for enterprises attuned to 1° and 
whether or not an order ts issued to them, no change will 
take place in their status. The role of amortization 
specialists, who try to have everyone fit the same pattern, 
is to fulfill the individual norms for distributing the 
income of enterprises which, regardless of the size of a 
state order, leave as much funds to the collectives as 
authorized from above. They take away from the best 
resources and they add to that which 1s already available 
to society. Age-old “‘state interests” appear within the 
limit, with the expenditures of these interests exceeding 
the results. The more they work, the poorer society 
becomes. But nobody remains in the absence of wages, 
the incentive funds are the same and capital investmenis 
are allocated as they were in the past. No better than they 
were and no worse. Nobody won and nobody lost. That 
iS, the situation was not fatal. It is possible to iive. The 
economic executives understood this fact and they 
relaxed. Here then is our maierial basis—the best in the 
world of nails as a poet was moved to state. Forced labor 
leads to meagre results. There 1s an eternal debt to the 
homeland. It is good that socialism constitutes 2 record. 
Nothing to gather in and only meetings to be cum ‘ened 


State orders were once again criticized during the party 
conference. Several variants for improving them were 
mentioned in the press, variants which were consistently 
discussed and declined by Sovmin [Council of Minis- 
ters]. Finally, a Temporary Statute on a System for the 
Formation of State Orders for 1989 and 1990 appeared 


The new state order represented a step forward com- 
pared to the former system. Its sphere became more 
specific in nature: revolutionary advances in scientific- 
technical progress, foreign deliveries in accordance with 
inter-governmental agreements, deliveries to state 
reserves, advantages for the producers of goods sold at 
socially low prices, supply for the defense sector and so 
forth. It is obvious that this selectivity moderated some- 
what the former selectivity of the state order and it 
produced a s!tuation in which the enterprises were given 
a certain amount of freedom. It was also written that a 
State order 1s ensured by limits placed upon the more 
important logistical resources, construction-installation 
and contractual work (freshly committed) and marketing 
(we will get along—we will see). This then 1s what can 
and must be said in favor of a state order. There 1s 
scarcely any basis for great euphoria. Thus its evaluation 
as a fundamental and basically new approach, as stated 
by the deputy chairman of USSR Gosplan L.B. Vid 
(EKONOMICHESKAYA GAZETA, 1988. No. 36, p 2) 
appears questionable. A great amount of noise has been 
heard regarding the present state order—harm to a 
patient by an incautious word from a doctor, with the 
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patient being the economy and the doctor—an econo 
mist, Excessive praising of the state order is shutting 
down the question as to whether or not it has been clearly 
solved or decided beforehand, At the same time, when 
necessary, society must on the other hand be onented 
towards an immediate discussion regarding its future 
concept and the availability of adequate approaches, 
such that we will be fully prepared for the new five-year 
plan and for enduring in a timely manner a truly decisive 
phase in the establishment of the new mechanism for 
centralized regulation of the economy, Enthusiasm over 
the new state order is not in keeping even with the title of 
the statute, named temporarily Owing to the fact that it 
was obviously adopted in the absence of enthusiasm and 
not based upon a good life, as a compromise or halft- 
measure, Otherwise the stipulation regarding timeliness 
would be unnecessary. The discussion concerning the 
state order commenced. Many troubled voices were 
heard. Most concerned particular questions. It appeared 
as though we were tn the same situation which prevailed 
directly prior to the party conference. An evil with 
positive recommendations, in the absence of which 
critical and destructive forces are not being converted 
into productive ones. The situation 1s heating up and it is 
not known exactly what actions should be taken. 


What Has This Led To? 


Let us turn to the wording for the sphere of the state order 
Here a predominant theme 1s satisfaction of society's 
priority requirements. This wording 1s rather amorphous 
and broad and can encompass whatever you please. A chief 
thought is the fact that a socialist society 1s incapable of 
satisfying its own priority needs in the absence of external 
pressure upon the enterprises and that labor collectives by 
themselves are incapable of sensing the priorities and 
responding to them. There is a firm conviction that we 
cannot survive in the absence of a state order, that com- 
mand methods are taking root, that we must have blind 
faith, that everything is apparent only from above while 
below—there are only blind, deaf and dishonest labor 
collectives. Hope is seen in a system of instructions, vast 
centripetal accumulations and all-union funds—agricul- 
tural products and construction materials. Allotments and 
funds are lacking in many countries, while goods are 
available. Thus, more effective mechanisms exist for the 
production and sale of products than centralized priming 
and re-priming methods 


Let us move on to other aspects of a state order. It 
encompasses all oil procurements. A question immedi- 
ately comes to mind: why force the production of all oil? 
Would it not be more correct to order oil only at those 
times when it 1s needed for the state and it is unprofitable 
for the produces? And if it 1s unprofitable, should not the 
prices be examined? If not today, then tomorrow. But if 
we explain to people that when the prices for all goods 
adequately stimulate their producers into performing fine 
work, then they will undertake the role of “autopilot” and 
the state order will suffer sharply. In the machine tool 
industry, a state order defines approximately 15 percent 
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of the branch's program, in instrument making—roughly 
4] percent and in the automobile industry—21 percent 
In such sectors aS power engineering, hoisting and trans- 
port operations and polygraphic machine building, the 
proportion of the state order ranges from | to 40 percent 
Such diversity reflects more the stretching of a rope 
between the ministries—clients and producers, Gosplan 
and Gossnab—than do clear scientific criteria, A state 
order 1s especially great for food and industrial goods for 
the people, where it would seem there proportion should 
be minimal, The state order encompasses the production 
of all sugar, vegetable oil, groats, macaroni products, tea, 
furs, potatoes, vegetables, melons, fruit, berries, citrus 
fruit, mixed feed, hay, cotton fiber, flax fiber, wool and 
leather raw materials. In the case of Minlegprom [Minis- 
try of Light Industry], the state order defines the produc- 
tion of children’s things and products for youth and 
elderly persons. Who remained outside its jurisdiction? 
Only people of middle age. In branches which produce 
goods for the people, in addition to Minlegprom, the state 
order fully encompasses color television sets, washing 
machines, refrigerators, furniture, vacuum cleaners, wall- 
paper and 80 percent of the watches. And outside of its 
jurisdiction—small VAZ [Volga Automobile Plant] auto- 
mobiles. At the same time, enterprises of Munav- 
toselkhozmash [Ministry of Automotive and Agricultural 
Machine Building], which procure small-scale tractors 
and mechanical instruments for the population, received 
a state order for 75-80 percent of its overall program. 
Paper for books and magazines 1s not issued on the basis 
of a state order, while that for newspapers is so issued. 
Domestic services are completely on a state order basis: 
sowing and repair of footwear, clothing, laundries, baths. 
A state order defines all commodity turnover. In 1989, 
construction will have a state order for 90 percent of its 
capability and in 1990—for 85 percent. A state order 
encompasses the principal types of the cement and asbes- 
tos industry and technical glass. The proportion of the 
state order for MPS [Ministry of Railways]—60 percent 
of the freight shipments and passengers transported, civil 
aviation—100 percent and for automobile, river and 
pipeline transport—O. For Minsvyazi [Ministry of Com- 
munications], a state order defines the growth in the 
principal telephone units and for Minleskhoz [Ministry 
of Forestry]|—the volume of the most important work 


The impression 1s being created that the value of state 
orders 18 comparatively low in those areas where other 
levers are available for achieving the same result, but 
with one small difference—with no guarantee for supply 
being presented to the collectives. In the absence of an 
order—formally and in the absence of support—truly 
This then 1s how the status of the enterprises improved 
with the new statute! In the various branches, concealed 
forms of pressure on the collectives take different forms 
and have different strengths and more or less specific 
value. Thus, in some areas all hopes are dependent upon 
a State order and in other areas upon its equivalent under 
a different name. What does this mean as far as the other 
levers are concerned? 
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The first—a dependent situation tor the suppliers, who 
are unable to deny the customers, within the limits of 
their specialization, especially if the economic contacts 
with the consumers function for not less than 2 years 
Thus one state order to a final producer who appears as 
the customer for previous elements and suppliers of 
completion parts can serve to ue down dozens of enter- 
prises 
partnership relationships. If a suppher can improve a 
product which is needed by a new consumer, then 
existing practice inhibits this possibility 


The second—control figures le heavily upon the enter- 
prises. In accordance with the idea, they are indicative 
and optional. But just as in the past, those ministries 
which are responsible for the branch as a whole impose 


the control figures upon the enterprises in the interest of 


fulfilling the branch tasks. They published the Principal 
Methodological Statutes for the Leasing of State Enter 
prises. It 1s stated once again in these statutes that these 
enterprises must be guided by the control figures. Can we 
deal so sternly with these “free” and at times backward 
collectives’? In an instant we grew younger by several 
years. The paper might blush—in all probability, tt 
blushed from embarrassment in the manner of a youth 


And finally, the crowning point. I will cite a quotation 
taken from the Temporary Statute Governing a State 
Order, which 1s both long and dull although I will not say 
that it is worse. “Questions which arise during the course 
of regulating logistical supply for the national economy 
for products not included in state orders are examined 
and solved: tor products of intra-ministerial consump- 
tion—by the appropriate ministries and departments 
for products produced and used within national eco- 
nomic complexes—by the corresponding complexes of 
USSR Gosplan, USSR Gossnat, USSR GKNT [State 
Committee for Science and Engineering of the USSR 


Council of Ministers}, and also the permanent organs of 
the USSR Council of Ministers, USSR Gosstroy and 
USSR Gosagroprom [State Agro-Industrial Committee]; 


for products of inter-complex use—by the corresponding 
ministries and departments of the USSR, the union 
republic councils of ministers and by the permanent 
organs of the USSR Council of Ministers jointly with 
USSR Gosplan and USSR Gossnab.”’ 


We are reporting this position briefly and in a more 
understandable manner. Everything that is not found tn 
the state orders falls within the competence of higher 
organs. Enterprises are completely eliminated from an 
independent handling of their products and the finding 
of partners. It would seem that the Law Governing a 
State Enterprise, in which it 1s stated that the collectives 
compose their own plans, does not even exist. A portion 
of these plans are “issued” by state orders and a por- 
tion—by higher organs 


We are encountering frank formulations regarding direct 
state contracts for everything not included. For example, 


This is not in keeping with the equality of 
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construction enterprises are being forced by the minis- 
tries and departments to carry Out not only the state 
orders tor the placing in operation of projects in the 
socio-cultural sphere but also such installations included 
in the summary plans 


In almost all areas, the sovereign rights of enterprises are 
being usurped not so much by the ministries and depart- 
ments, but rather by USSR Gosplan. For products of 
intra-complex production and use, USSR Gosplan com- 
plexes are considered to be the element for primary 
review and decision and for products of inter-branch 
use—the last word 1s had by USSR Gosplan. And this 1s 
clearly not a state order' 


Al times, a State order is issued by an organization other 
than Gosplan. For example, USSR Gosagroprom, by 
way of an exception, 1s authorized by agreement with 
USSR Gosplan to form state orders for agricultural 
products and the processing industry of this complex. 
The union republic councils of ministers, through the 
republic ministries and departments, also establish state 
orders for enterprises of the republic’s economy. Thus 
the statement that state orders are formed by USSR 
Gosplan is insufficient!y accurate or, more exactly, 1s 
sufficiently inaccurate 


From this same package of instruments for pilfering the 
rights of enterprises, we have the wording: “Disagree- 
ments which arise between the general construction and 
specialized organizations of ministries which = are 
included in the structure of the construction complex, on 
questions concerned with the carrying out of work at 
these installations (included in the state orders of build- 
ers) are reviewed and resolved by the corresponding 
ministries and USSR Gosstroy and the construction 
ministries and departments not included tn the construc- 
tion complex—by USSR Gosplan 


If the state orders of Gosagroprom and the union repub- 
lic councils of ministers are added to the state orders of 
Gosplan, such orders, only without the prefix “gos” 
[state], issued by Gosplan, Gossnab, GKNT, the minis- 
tries and others, a forced a priori assigned character for 
direct contacts and a pressing of control figures, then 
does much remain to be determined by the enterprises 
themselves? Thus we can hardly consider as convincing 
the information that the number of indicators for deliv- 
ering products in the form of a state order has been 
reduced during 1989 by a factor of six (EKO- 
NOMICHESKAYA GAZETA, Issue No. 36, p 4). In 
addition to the fact that only a formal state order of 
USSR Gosplan has been taken into account here, this 
figure derives from another more important one: the 
volume of the state order which, for a small number of 
items (consolidated, arranged together) can even be 
larger than that for a broad nomenclature of products. 
Somewhat closer to life and further from propaganda 1s 
the statement that the volume of a state order for the 
next two years 1s being reduced by a factor of 2-3 
(PRAVDA, 1988, 21 July, p 2). Such a stretched out 
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amplitude tor the proposed reduction tn its proportion ts 
not peculiar however for our strong Gosplan, which 
usually appears with simple and not diftused plans 
Perhaps here we see the effect of inadequate preparation 
of the state order question trom its standpoint 


State orders, upon instructions from Gosplan, are issued 
to enterprises by the production-ministries. And why not 
by the customer-ministries? They could do this work in a 
more interested and economic manner and they could 
introduce direct and efficient relationships between the 
customers and contractors 


Alignment of the Route 


What furnishes the basis for the old approaches to a state 
order, such as a “departure from evil and the creation of 
blessings”? Everything is dependent upon cost account- 
ing; it 1s the Archimedean lever. We do this efficiently 
and completely—the collectives, in the absence of speeu 
caused by a swollen state order, complete the maximum 
possible amount of work. Aware that their well-being 1s 
dependent upon the work carried out, they do not 
understate the plans (assuming no mistake is made), but 
to the contrary they will search for demand and pursue 
each ruble of a customer. In modern economics, this 1s 
achievable only on the basis of timely self-surport in the 
form of raw materials, equipment and so iorth by the 
producers, that 1s, in the presence of agreements with the 
suppliers or, in other words, with a plan and a tense one 
at that. 


At the present time, two cost accounting models are 
being used almost exclusively in the state sector. Both 
retain individual norms for the distribution of income 
and leave us indifferent to the work, inert and sluggish. 
Everyone receives only small amounts and yet the 
amounts are the same and guaranteed. Such equivalence 
in the models being employed places an enterprise in the 
position of a donkey who finds himself confronted by 
two identical decisions, with only the difference that the 
donkey must select between two armfuls of hay and the 
enterprise—between two cinders. 


Distinct from the state sector, cooperative workers earn 
considerably more and different amounts, although they 
are not guaranteed. Thus there is no need to persuade 
them to work. How can such an attitude be adapted for 
work in the state sector? A solution was found—a 
non-normative cost accounting model. Here (with a 
deduction of taxes for society) the collective divides up 
the income entirely. The earnings not for the past year as 
in the state sector, but for the present year as in cooper- 
atives. This serves to instill in an individual the strength 
of Anteya and economic interest and it forces him to 
work well based upon internal interest—a most powertul 
stimulus. 


All power is turned over to the labor collective soviets 
which solve all problems and thus are responsible for any 
production questions and the social development of the 
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enterprises. [hey are justified in stating: we are the state 
At the same time, the following slogan 1s deemed to be 
quite fair: “All power to the soviets of people’s dep- 
uties,”’ who should have the last word in defining terri- 
torial development, protecting nature, job placement for 
the population and city construction, all of which indi- 
cates that we represent the state. Their integral—‘All 
power to the soviets.”’ 


The non-normative cost accounting model in the state 
sector 1s assuming a lease-type modification. If a lease 
payment 1s not introduced, the state enterprises will 
confer upon themselves that which was created not by 
them and they will take the profit due to the lessor and 
obtained by means of society on the whole. Thus the 
amortization deductions which provide reimbursement 
for social value expended during operations and a cer- 
tain percent for the “capital” from the profit of the 
collectives will naturally belong to it and taken together 
it will form the lease payment. With an indefinite lease 
(and such appears to be extremely promising for entire 
enterprises), a lessor leaves the amortization to the 
lessee, thus transferring over to him material responsi- 
bility for the further life of the installations covered by 
the lease, up until their complete writing off because of 
economic worthlessness. 


True, a payment exists for funds which a state enter- 
prises transfers over to the budget. But it is worse than a 
lease payment, since it does not include amortization: as 
a rule, it is accepted in the form of a single percent over 
the course of many years, rather than fluctuations which 
are dependent upon demand and supply as far as lease 
type arrangements are concerned 


Cooperatives create their own funds at their own 
expense and thus it is right for them to retain for 
themselves the amortization and profit for “capital.” 
Upon taking certain installations on a lease basis, the 
cooperatives are unquestionably responsible for paying 
for them. A lease payment places state enterprises and 
cooperatives under equal conditions. When the produc- 
tive capital of state enterprises increase at their expense 
or capital leased from the state 1s paid off, then the 
amortization and profit for the ‘“‘capital” must also be 
left completely at the disposal of the collectives 


A lease contract is today the highest form of cost 
accounting for enterprises. Thus ideally a transfer should 
be made from the first cost accounting model, by-passing 
the second, aligning the route and directly forming the 
economic system of socialism while omitting the liberal- 
ized command system. Accomplishing this 1s somewhat 
more complicated than following a path known since 
childhood and yet the more profound the change the 
more rapid and effective will be the algebra of revolution 
and the more efficient the arithmetic involved. It 1s 
important for lease relationships to arise in keeping with 
the degree to which they are understood and have 
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matured, They should not be “introduced” in an admin- 
istrative burst of enthusiasm and on an emergency basis 
in the literal sense of this word 


But we will not yield, as the saying goes, to clinical 


optimism. There are people who have lost their habit of 


working well and who cannot quickly or easily be 
returned to active life. These people preter to do nothing 
for 200 rubles per month rather than work for 500 


Unfortunately, the interest of a cost accounting Gulliver 
has not been aroused. Contractual lease collectives are 
small islands of health in an ocean of disease. If under 
these conditions the collectives are told to do as they 
wish, then it will be easy to guess what will happen: 
although everything was equal prior to the plan, the 
enterprises spare no effort in the interest of understating 
them to an even stronger degree. There are not many 
methods remaining for preventing this from happening, 
with the exception of imposing a swollen state order 
upon an enterprise, one which forces it to work as 
deemed necessary by the state, if only at the level for the 
previous year with a slight increase. A state order can 
and must be reduced to the same degree that cost 
accounting becomes stronger and the lease contract 1s 
further disseminated. When a producer wishes to obtain 
the same as does the consumer, the state order 1s the 
third unnecessary factor. And if discrepancies arise 
somewhere between the partners, then nobody will pre- 
vent use being made of the services offered by a state 
order. 


Stimuli and Competitions 


Distinct from the earlier state orders, the new ones 
somehow serve to provide stimulation. The plans call for 
the enterprises to increase their remaining profit on the 
order of 10 percent by means of a reduction in the 
budgetary payments. Why up to 10 percent? It can be 
lower and yet it is Comparatively not burdensome from a 
financial standpoint. The privilege is abolished if the 
state order is unfulfilled. By 0.01 percent and also by 
100. It is established only for enterprises of the process- 
ing industry and contractual construction organizations 
which create production installations and also for enter- 
prises of non-profile branches engaged in the production 
of consumer goods. The stimulation of enterprises which 
produce non-food goods has still not been defined. The 
fuel-raw material branches are being stimulated only for 
above-plan state orders. Planned state orders, and this 
constitutes the chief portion, have been removed from 
the incentive mechanism. No provision has been made 
for granting additional awards to agroprom enterprises 
And since a state order remains without stimuli, then 
naturally it remains a burden. Today we have cornpeti- 
tions for a low plan. There never have been nor are there 
now competitions for high orders. 


[It is only in those instances where the orders are profit- 
able that the private and collective interests merge with 
the public interests and we have a balance of interests 
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rather than the realization of some at the expense ot 
others. Various methods exist for priority profitability in 
the use of state orders: raising the prices for production- 
enterprises, (but not consumers), favorable crediting, 
tax, amortization, currency, customs and supply advan- 
tages and direct subsidies. The selection of the method or 
their totality must be determined by the specific situa- 
tion. There will then be a rush to obtain state orders and 
proposals and competitions will arise. 


If with regard to a chief factor—the establishment of a 
state order—an enthusiastic attitude does not prevail, 
then deviations from it which cause harm to the produc- 
ers are reimbursed by those organs which issued the state 
order—branch ministries using their centralized funds 
and reserves; USSR Gosplan, USSR Gossnab and union 
republic councils of ministers—by means of the appro- 
priate budgets (union, republic). It would be more fair 
for compensation for damage to be provided not by) 
those who established the state order but rather by those 
who adopted the decision for examining It. 


Planning and the Deficit 


The enterprises have too much money. There are fewer 
resources. Particularly good resources. The prices for 
these resources are old and still have not been reviewed. 
If such resources are freely sold, they will go to those who 
are closer to the deficit and not to those for whom the 
resources are more important. If we are mainly 4 country 
of demand and not supply, then our socialism is being 
transformed into a siate for accounting and distribution. 
A super state order is a guarantee for the appearance of 
limits and distribution “‘according to cards.” 


Limits have burst into the sphere of private consumption 
and where they are not to be found—here one finds lines 
which in principle are similar to the lines associated with 
free trade in deficit means of production. And this is the 
same power of the owners of the deficit and the same 
abuse of it. 


At the present time, the lines are being discussed and 
condemned in all areas. The opinion of some specialists, 
which holds that the lines are caused by an insufficient 
number of trade areas, 1s only partly true. If the size of 
these areas increases and the commodity bulk remains as 
in the past, then the lines will be distributed over a 
greater number of stores and salesmen who, following 
the sale of the deficit goods, wil! begin standing idle. It 
would then be better to reopen the wind and vodka 
product departments closed earlier rather than create 
new trade points which are in operation for only 3 hours 
each day. The statement that trade 1s mainly guilty of 
having the lines occur 1s, 1f you please, just one more 
flash of economic romanticism, known for its unsuccess- 
ful attempt at overcoming drunkenness through a reduc- 
tion in the sale of vodka. 
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Thus, limits will in all probability continue to be a 
bottleneck in the economy, Although the savings in 
material expenditures in 1986-1987 amounted to only 
0.1 percent compared to the 2 percent called for in the 
plan, the limits for 1989-1990 were formed based upon 
the idea of over-fulfillment of the five-year plan for 
realizing economies in their use. There can hardly be 
confidence in carrying Out such an intention or in the 
availability of new massive forces capable of placing itin 
action. 


Nevertheless, how can the limits which nourish the state 
orders be torn up by their roots? This can be accom- 


plished by this same cost accounting, which 1s capable of 


curtailing the sphere of limits. Because it generates a 
recommendation and not irritation and 1s interested in 
economizing in the use of resources and reducing the 
demand for them. 


Cost Accounting and Prices 


It was mentioned above that the prices for resources 
being delivered to enterprises are not in keeping with 
their quality nor quantity. But resources are created 
before they are distributed. From the standpoint of the 
consumers, unacceptable prices are detrimental to the 
producers. The swelling up of a state order—a method 
for introducing enterprises into the correct channel com- 
pared to existing prices, a factor which was especially 
needed prior to the price reform and is required follow- 
ing the reform since the role of the impending reform can 
hardly be exaggerated. And following the reform we will 
for a long period of time administer the price actions and 
adjust the prices themselves. 


What type of price formation does not need the crutches 
provided by a state order? Obviously, that type which 
reinforces cost accounting, opens up the path for new 
developments and places a barrier in front of old meth- 
ods no longer needed for production. But many products 
for which the demand is great are continually increasing 
in price. This applies to both cooperative and state 
production. This then is the Achilles heel of the eco- 
nomic reform. And what would be the situation if the 
earnings of the people increased to a greater degree— 
would this really be bad? We must fear not high prices 
that are covered by growth in income and based upon a 
non-normative lease cost accounting model, but rather 
low prices and falling incomes, which adversely affect 
the standard of living by supressing interest in the 
production of good products and dooming the economy 
to a vegetative state. 


We have become accustomed to the fact that the prices 
are established on a centralized basis. This belief is 
strengthened by Goskomtsen [State Price Committee], 
which protects not only the foundation of socialism but 
also its own interests. Nevertheless, it 1s recalled that in 
some kingdoms and certain states, including socialist 
States, free and contractual prices are being employed 
And there appears to be nothing wrong with this. The 
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economies are not collapsing and their living standards 
are higher than ours. Can we not devote some thought to 
the positive aspects of self-regulation of the entire mech- 
anism? For a beginning, approval should be given for a 
group of products and certainly an important group. 
Given the initial deficit during the period devoted to 
achieving the normal trajectory for the ratio between 
supply and demand, the prices would increase in some 
areas. However, if at the same time the enterprises are 
left free to distribute their income, then wages will 
increase. Firm salaries, pensions, allowances, stipends 
and others must be corrected in a timely manner for the 
retail price index. However, we are able to raise the 
prices, while the income remains as before. Such a 
variant with contractual prices 1s fraught with the worst 
consequences. And our readers, who have grown wise 
with experience, quite properly avoid them. At the same 
time, the intent to curb the growth in prices by freezing 
them or through maximum profitability norms—is an 
old but tenacious illusion. The only result produced by 
these measures—the destruction of cost accounting 


Cost accounting resists the disappearance of low profit- 
ability goods, since after the market has become satu- 
rated with highly profitable products the gain increases 
only through the sale of less remunerative products for 
which there is unsatisfied demand. Low quality goods 
remain on the shelves for long periods of time. Surpluses 
develop and primitive products remain in the store- 
houses of the producers. 


But let us return to the subject of growth in earnings. 
When trade 1s carried out in unsuitable products—there 
are practically no stimuli whatsoever. In combination 
with the production of very attractive products—they 


are sought after in full voice. What needs to be proven if 


use 1s made of all conclusions drawn? With an improve- 
ment in the price, the state order should be decreased to 
the same degree. And when socially low prices are 
needed for society, there is no other better means than 
the use of a state order 


The economists advocate competition and de-monopo- 
lization. However, it should be borne in mind that 
competition will not bring about a reduction in prices 
when there is a deficit. For all practical purposes, it is 
paralyzed by the fact that sooner or later everything will 
be purchased or bought up and at high prices. Construc- 
tion operates at full strength based upon well known 
reproduction and at a time when a lowered price ensures 
the sale of a product while extended prices do not. Cost 
accounting will make it possible to engage in such 
reproduction. It will carry out the first stimulus better 
and to a greater degree. 


Competition inhibits the allotment methods for com- 
mand economics. Labor ideology, which only after mar- 
ket testing becomes recognized and public, is responsible 


for the cost accounting system. The direct allotment of 


each product from producer to consumer, issued on the 
basis of the social character of labor, conforms to the 
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command model. Only the production of consumer 
goods, which to a certain degree is checked and rejected 
by us as free customers who tolerate disobedience to an 
instruction, 1s not subordinate to this model, There can 
be no argument: as a controlled, regulated and planned 
economy, socialism stands closer to direct social produc- 
tion than does a spontaneous economy. But if we take 
this position to compulsory industrial allotments, then 
ihe blessing is transformed into a shortcoming. Some 
instances involving an excess of goods strike more at the 
country’s pocket than at the collectives. The sensitivity 
towards work slowdowns remains atrophied. 


Chus there are fewer new developments in the new state 
order compared to the old one, with the exception of its 
effect in cooperation, which is always stimulative and 
thus voluntary. “History is heard in your new develop- 
ments.”’ The situation is similar to that of old clowns 
being forced to learn new stunts. It is not a fatal situation 
and it can be gratefully received. A damaged state order 
must be destroyed. And a great amount of attention must 
be given to cost accounting, the lease contract system 
should be developed boldly in all areas and funds should 
be found without having to wait for them for the training 
of managers, with this task being viewed as just as 
important as solving the food and housing programs and 
also the production of non-food consumer goods. For it 
is this that will bring about a reform of the state 
order—one of the more important economic reforms 


COPYRIGHT: Izdatelstvo “‘Ekonomika”’, ‘“*Materialno- 
tekhnicheskoye snabzheniye”’, 1989 


Discussion Reveals Obstacles, Limits to 
Wholesale Trade System 

18200348 Moscow 
WATERIALNO-TEKHNICHESKOYE 
SNABZHENTYE in Russian No 4, Apr 89 pp 3-11 


(Conversation between unidentified delegates and L.A 
Voronin, chairman of USSR Gossnab: ‘Pluralism of 
Opinions About Something New Is Always Useful”; data 
and place not specified] 


(lext| A frank conversation between delegates and L.A. 
Voronin, chairman of USSR Gossnab, was held after the 
plenary and section sessions of the practical scientific 
conference on the development of wholesale trade. 


In opening the meeting, L.A. Voronin, who presided 


over the conference, dwelled primarily on the problem of 


the state order, which is the subject of a large number of 
questions. He noted that at the present time there 1s a 
lively discussion about the state order and this is under 
standable and justified. The first step was taken in 1988 
and it turned out to be unsuccessful: the whole idea of a 
fundamentally new practice was almost completely 
reduced to the old address distribution of resources. The 
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omissions of USSR Gosplan and USSR Gossnab, other 
administrative bodies and ministries had an effect. They 
worked together collectively and make = mistakes 
together 


The first major practice for the real state order will be in 
1989. But this certainly does not mean that at the end of 
the year will obtainsome kind of standard tor the 
perfor! avance of such work. On the contrary, the opinions 
on this account are the most varied and if someone 
adheres to his own point of view he must not be viewed 
as a dissident. Pluralism of opinions in our time and 
especially in a new practice does not harm it but is a 
benefit. Therefore, itis clear that the best thing ts to take 
the results of the year and calmly and reasonably assess 
the accumulated experience and consider the existing 
points of view, separating the wheat from the chaff, and 
then make the appropriate decision 


we 


[Question] Will the entire list of products distributed in 
the country be turned over to the system of USSR 
Gossnab? 


[Voronin] Let us first get our terminology straight. 
Today we are talking about the necessity of introducing 
wholesale trade but a comrade who sent a note with an 
illegible signature continues to insist on distribution. It 
must be supposed that the question ts formulated not 
completely accurately. | understand that it is a matter of 
the development of balances 


A great deal was done last year to improve such work. In 
particular, a large number of balances were transmitted 
to us from USSR Gosplan and they have already been 
prepared here for 1989. Such work certainly will con- 
tinue in the future as well. But this does not at all mean 
that Gossnab 1s establishing a monopoly on the entire 
products list. USSR Gosplan is a body that can exist in 
the country in the singular. And there 1s a kind of 
output—petroleum products, for example—in_ which 
only it can work out balances in the foreseeable future. 


At the same time, a number of difficulties arose in ihe 
course of the transfer of the balances from USSR Gosp- 
lan to USSR Gossnab. The first of them ts that to do a 
good job of preparing the balances through which all 
bottlenecks and contradictions existing in the national 
economy are reflected to some extent or other, we must 
have the possibility of overcoming these same bottle- 
necks. But today the instruments for the resolution of 
such questions still remain in the hands of Gosplan and 
not Gossnab, which naturally greatly reduces the effec- 
tiveness Of our work 

in taking on the development of the 


secondly 


And 


balances without adequately effective means of influenc- 
ing the economic mechanism, we requently cannot break 
down the disproportions that have arisen over the years 
or we do this much more slowly than 1s needed and we 
spend much more effort than 1s necessary under other 
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circumstances, We are actively working on these mat- 
ters. | do not want to say anything bad about our 
comrades trom Gosplan but still I will note that they 


have a considerable responsibility for the resolution of 
such questions and they do not always do a good job of 


justifying it. Therefore, taking into account the specific 
situation, when we see clearly that we can handle the 
balances, 1t will pick them up 1n its system. But we are 
still not finding a solution for several aspects. 


[Question] | work in the system of the Ministry of 


Construction in the Southern Regions of the USSR. 
After our subdivisions were shifted to wholesale trade, 
several of them found themselves unsupplied with a 
number of machines, instruments and spare parts. 
Appeals to USSR Gossnab brought no results. What 
measures are being taken to correct the situation? 


[Voronin] Yes, 1988 was indeed unsuccessful. It was 
largely our fault. We broke our territorial agency handling 
the material supply of the southwest rayons down into 


several by oblasts and we were very late with the transfer of 


limits. Naturally there was no efficient supply. 


And yet, without in any way taking responsibility away 
trom the offices of USSR Gossnab, I want to draw 
attention to the second side of the question. The one who 
raised the question probably should know that the com- 
rades from the Ministry of Construction for the Southern 
Regions of the USSR helped us to confuse an already 
complicated matter, showing “enterprise,” which cannot 
in any way go without quotation marks. Having decided 
that the enterprises transferred to wholesale trade will 
get what they need from Gossnab anyway, they gave all 
of their resources to others, even the output that 1s 
centrally distributed. It took time for us to clean up the 
mess and things stood still. We corrected such cases in 
the plan for 1989. But in general it 1s possible to answer: 
please, show some enterprise, the more the better. Only 
it must be without quotation marks. 


[Question] If wholesale prices for gasoline do not remain 
the same as the retail prices, it will, as before, be pumped 
from state to individual transport. There will not even be 
any wholesale trade to talk about. The State Committee 
on Prices takes a different position. Please give us your 
opinion about this. 


[Voronin] You know that we are preparing for a reform 
of prices. There are several points of view on what they 
should be for fuel. A large group of scientists, including 
academicians, thinks differently than the USSR State 
Committee on Prices. We are also taking part in the 
discussion. Our opinion is that prices for fuel must be 
raised. But I would not want to predetermine the deci- 
sion. The answer to the question must give consideration 
to all the positions and opinions of the interested parties 


[Question] What 1s the situation in regard to the intro- 
duction of the Voroshilovgrad method of providing 
petroleum products? 
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[Voronin] The method is worthy of the broadest intro- 
duction. Three oblasts in the Ukraine are already work- 
ing under it. Soon the entire Ukraine will go over to it. 
Comrades in Uzbekistan and Tadzhikistan are inter- 
ested in it. But it seems to me personally that our fuel 
and energy complex has slackened its work here. Previ- 
ously they met several times with me on this matter. We 
now meet less frequently, although our comrades are 
promising to see what can be done in practice in the very 
near future. 


[Question] Will the coal supply and sales agencies under 
USSR Gossnab be eliminated? 


[Voronin] They will not. This is clear and unequivocal. 
They justifiy themselves completely. Many comrades, 
especially from the USSR Ministry of Coal Industry, 
would like to take them over. This is an incorrect 
position. The national economy requires different kinds 
of fuel: fuel oil, boiler-mixed coal, gas. The gas pressure 
frequently falls, especially in the winter months. It 
becomes necessary to bring in coal or, on the contrary, to 
replace coal with fuel oil. Someone in the country must 
coordinate all of this work. A nondepartmental organi- 
zation such as Gossnab will cope with it best of all. The 
transfer of the coal supply and sales agencies to the 
USSR Ministry of Coal Industry will lead to monopo- 
lism and rock will take the place of coal. We often 
encounter such situations. Our point of view 1s therefore 
unequivocal. We substantiated it and received complete 
support everywhere. It is difficult at this time to say 
whether something similar will happen in the foreseeable 
future. In any case, however, the coal supply and sale 
agencies must belong to the department that benefits the 
most from them. I think that this is the most reliable 
criterion. 


[Question] The supply offices are responsible for the full 
provision of consumers with nonlimited products but 
these products are in short supply. What should be done” 


[Voronin] Let us orient ourselves more precisely and we 
will not dump everything in one pile. The person raising 
this question did not read the corresponding documents 
closely enough and, having noted one part of the prob- 
lem, omitted its second part. Unfortunately, it is a rather 
typical mistake in our time. In accordance with the Law 
on the State Enterprise, the material-technical supply 
offices have economic responsibility for the deliver of 
output in those cases when they act in the role of 
suppliers. 


(Question] The press is publishing many materials that 
speak of strengthening the dictate of suppliers and its 
negative consequences. What is being done to counteract it” 
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[Voronin] In my report, I said that such a question does 
indeed exist and 1s quite acute. Work is being done in 
this direction jointly with national economic specialists 
and scientists. They are promising to make materials 
available to us in the near future. We will work them up 
and then we will present them for broader discussion. In 
our view, the necessity of passing an antimonopoly law is 
becoming rather clear. But this must be an effective law. 
For this reason, we must approach its preparation with- 
out haste and very carefully. 


[Question] How do you intend to develop wholesale 
trade without commercial credit? 


[Voronin] We do not intend to develop wholesale trade 
without commercial credit. It may be that such a thought 
has been heard somewhere in the sections. But I can say 
with certainty that it did not arise in USSR Gossnab or 
in any case does not reflect its point of view. There will 
be commercial credit without fail. 


[Question] At the present time, the USSR Gosbanks are 
not capable of fulfilling their functions. Will they be 
reorganized” 


[Voronin] You know that the system has been under cost 
accounting since | January 1989. In addition, a signifi- 
cant number of commercial banks are now being estab- 
lished in individual complexes and ministries and even 
at individual enterprises. My point of view is that there 
must be more banks. | think that they have not yet really 
begun to do the work that we are expecting of them. But 
there is the assurance that things will be straightened out. 
By the way, we in Gossnab are joining their company in 
the establishment of specific commercial banks. 


[Question] At the present time, Lev Alekseyevich, a 
notable place in the resolution of the problem of whole- 


sale trade is being assigned not only to the workers of 


Gossnab but also to specialists, of USSR Gosplan in 
particular. What will be the interrelationships between 
them in the future? 


[Voronin] We always rely on Gosplan in our work. We 
have a planned-market eonomic system. For this reason, 
it is impossible to resolve serious questions without 
Gosplan and without its workers. At the same time, we 
have contradictions, there are discussions and even, in 
my opinion, objective criticism of planners. It seems that 
they are taking an unobjective position in questions 
involved in wholesale trade. Gosplan is striving to trans- 
fer resources to centralized distribution, thereby reduc- 
ing their share in wholesale trade. This position is wrong 
I have repeatedly spoken honestly about this. I say it 
once again and hope that Gosplan will change its point of 
view. 


[Question] How is it possible to develop wholesale trade 
when there is a shortage of warehouse space with a total 
value of 15 billion rubles? 
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[Voronin] | cannot agree with the figure of 15 billion 
rubles. But there is no disputing the fact that there is a 
shortage of warehouse space. It 1s impossible to develop 
wholesale trade without it. | see the solution in the 
elimination of departmental warehousing bases. There 
are very many of them. We are timid about tackling this 
matter. We are afraid of extra work but there is no 
avoiding it. Departmental supply must be eliminated in 
many cases. Today it 1s clear that it 1s not always needed 
or is needed but in a different volume. If we organize this 
work, the warehouses will appear. 


[Question] I do not think that | am in error if on behalf 
of those gathered I express our gratitude to all those who 
prepared this conference. The benefit from it is certainly 
great. But | am concerned about several questions that 
are as yet unanswered. We clearly must work together to 
answer what wholesale trade 1s as an economic category. 
That is one thing. And the second thing 1s what it is as a 
method of management from the point of view of 
political economy. There were many interesting theoret- 
ical statements here but they boiled down to the fact that 
wholesale trade will not work out. Nevertheless, it must 
be organized in our system. 


We in the Belorussian Gossnab are trying to make this 
attempt. But we have too little power and many ques- 
tions are beyond our competence. I think that we need to 
combine our efforts. 


And still another question. The fate of wholesale trade 
depends to a considerable extent upon the development 
of the material-technical base. We worked together to 
formulate a system for the development of production 
branches through the year 2005. And today a program 
has essentially been adopted for the development of the 
material base of wholesale trade through the stores. | 
think that we are making a mistake here: we are neglect- 
ing the middle link, warehousing services. It is observed 
in the type of the American banking system: mother- 
daughter. Here stores are the daughter but we are leaving 
her without a mother. We must pay attention to the 
development of a warehousing complex. A store will not 
survive by itself 


In this connection, they sent us a document in which 
they calculated in great detail that three people and a 
million in turnover in a store resolve all the problems. 
We can create a very dangerous economic problem if we 
do not calculate everything and link the stores with a 
powerful production base. 


[Voronin] These questions are controversial, with the 
exception of the problem of warehousing services, which 
certainly need to be developed. As for the rest, I think 
that it is impossible to give an answer in a few minutes. 
If there is a desire to discuss them, let us deal with this in 
our institute. This is not a 2-minute conversation but 
briefly this 1s what my response would be 
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Appearing in PRAVDA and different journals, I set forth 


our point of view on the political economic concept of 


wholesale trade. | will not take it upon myself to say that 
it is unconditionally correct, for many questions remain. 
Unfortunately, there was no discussion and now the 
question is cropping up once again and a dispute 1s 
arising about the concept of wholesale trade. I think that 
this is far from being the main thing. Some say that what 
is being organized—direct ties and the access of the 
consumer to the producer-—is not wholesale trade. But 
what is wholesale trade, if not commodity-money rela- 
tionships? Is there trade in what I produce and sell? 
There ts. Inasmuch as I make and sell a product, it is a 
commodity sold for money. Thus, are there commodity- 
money relationships? There are. 


Is our organization participating here? It 1s in most cases. 
It is providing information and 1s helping to establish 
ties. In the final analysis, it sometimes supports ties and 
insures them. But we basically agree that wholesale trade 
is a process of buying and selling without ceilings, 
allocations and limitations. The only criterion is the 
solvency of the buyer. 


The management of wholesale trade. We encountered a 
major question here. Today for the first time, I heard 
from scientists that they have some kind of program or 
concept of the socialist market. This is very healthy. I[t 1s 
now possible to seek a platform and begin to work. But 
the main thing is questions in the management of the 
market. 


We are still not acting through purely economic meth- 
ods. Through our divisions, we report to producers what 
they should give to whom, we give them recommenda- 
tions and they take us into account. But these are still not 
economic methods. When might they appear? When 
there 1s a market and competition and an end to monop- 
oly. When, at last, there is not the surplus of money that 
now exists. We are now in this position: whatever we 
provide is bought up. Needed or not, it 1s still bought up. 


And secondly, prices do not reflect the consumption 
value of goods and it is natural that many labor colliec- 
tives are flushing out cheap ouiput. For this reason, we 
have made a certain beginning in management questions 
and methods but overall a system has not yet been 
organized. 


It 1s simpler for the capitalists. Demand appeared, they 
raised the price and there you have demand and sales. 
We cannot accept this: the unregulated state of prices for 
production-technical output will lead to an increase in 
prices tor consumer goods and will affect the well-being 
of the working people. If someone has suggestions, we 
will be pleased to study them. 


A second question is the link between wholesale stores 
and the development of a warehousing complex. I am 
not in complete agreement with respect to the separation 
of stores from our depots, although I do not deny that it 
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is necessary to take a look and think. We deal with the 
stores and we have worked out structures and a manage- 
ment diagram. A mechanism has been prepared for the 
economic incentive of store workers and we took up the 
matter that it 1s not mandatory for a store to have a 
warehouse. It can accept orders and our delivery enter- 
prises must fulfill them. 


It is no secret that there are not enough warehouses. It 1s 
also no secret that we cannot find 15 billion and will not 
find it on the road. There is no hope for that. 


It is necessary to build. We will build to the extent of our 
material and financial possibilities. 


[Question] In the first place, | would like to discuss the 
concept of wholesale trade. This ts still trade through an 
intermediary that is defined as such by practically all 
textbooks including the “Great Soviet Encyclopedia.” Its 
basic task is to free enterprises from trade functions. 
This in itself gives the term wholesale trade a connota- 
tion of trade only through intermediaries. What we are 
discussing and about which we are speaking in all 
documents probably should still be related more to 
market trade 


In addition, I would like to ask the question: How can 
one reconcile the theme thai it is necessary to develop 
multichannel wholesale trade with your statement that it 
is necessary to eliminate departmental supply? How can 
one thereby avoid a monopoiy of USSR Gossnab? 


[Voronin] The concept of wholesale trade that I pre- 
sented, by the way, was taken precisely from the “Great 
Soviet Encyclopedia.” 


Now about the question of the elimination of depart- 
mental supply systems. I hold to my opinion. But this 
does not mean that we should destroy everything. My 
deputy V.N. Konovalov probably worked for 2 months 
looking over the depots and departmental offices located 
in Moscow. This is a horrible mess. It 1s incomprehen- 
sible who 1s doing what and how they exist. We will 
eliminate them 


Now about how wholesale trade is seen and the role of 
departments in it. I will state my personal opinion. How 
do I see the role of ministries in the near future? From 
my point of view, the ministry must be responsible for 
three groups of questions. In the first place, for the 
improvement of the economic mechanism in the branch. 
Secondly, for scientific-technical progress. Thirdly, for 
information science. The functions of all operational 
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work must be “emoved from the ministry. In China, the 
branch ministries no long deal with supply matters and 
special companies have been established under the Min- 
istry of Material and Technical Supply. I do not know 
whether this can be done here. It is necessary to think 
anc analyze. We are working on this. There 1s the 
experience of the Estonian comrades, tor example. Read 
the article of E. Ya. Toots in Volume 9 for 1988 of the 
journal MATERIALNO-TEKHNICHESKOYE 
SNABZHENTYE. He says right out that when they went 
over to wholesale trade with builders, the entire supply 
staff of two central boards—I am just afraid to say 
which—was eliminated. Today they have no supply 
personnel. 


Is there a subject for discussion? There 1s. I repeat that | 
am giving my personal point of view. We are working on 
its extension. I cannot say how the experiments will end, 
because we are in the stage of the work in which the final 
result 1s not apparent. There 1s no need to hurry. Every- 
thing must be considered very calmly and some things 
can be approved without losing our heads right away and 
regretting it later 


[Question] Lev Alekseyevich, could you not go into more 
detail about the experience of Estonia? 


[Voronin] In the first place, the deputy chairman of the 
Estonian Gossnab Rappoport spoke here. Secondly, I 
have already said that in Volumes of the journal 
MATERIALNO-TEKHNICHESKOY 

SNABZHENTYE there 1s a very interest.ng, in my opin- 
ion, article by E. Toots, chairman of the Estonian Gos- 
snab. The comrades did some practical work with build- 
ers. Some very good work. They are not looking for a 
guilty party there 


How do we usually act? Everyone tries to justify himself 


and find the guilty person. They laid the foundation and 
are already crying that there 1s no linoleum. In Estonia, 
they have already overcome this barrier psychologically 
They are also working very closely and sensibly on 
questions involving the observance of delivery deadlines 
and on substitutions. 


I think that 1f they wish the comrades can talk with Yu 
Rappoport; he will not refuse anyone 


fQuestion] There are a great many builders here. Unfor- 
tunately, however, neither in the reports at the plenary 
session nor in the sections did we find a reflection of the 
problems in the supply of construction through whole- 
sale trade. It was decided to transfer construction orga- 
nizations to wholesale trade in 1990. The decision was 
clearly premature. 


The following is now taking place: individual regions are 
being selected and there these problems at the enter- 
prises of different ministries are being decided locally. I 
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was pleased that in your report you also spoke about 
multichannel wholesale trade, because previously the 
principle of commodity transfer prevailed for the most 
part 


| would like to hear how Gossnab envisions the tactic of 
transferring the construction complex to wholesale trade, 
especially since 1990 is not far away. 


And secondly, our department along with the Ministry of 
Construction in the Northern and Western Regions of 
the USSR sent to you, to USSR Gosplan and to USSR 
Gosstroy a proposal on the transfer of the Ministry ot 
Construction in the Northern and Western Regions of 
the USSR to wholesale trade. In 1t wholesale trade 1s 
directly linked with the problems of saving resources. 
How did USSR Gossnab react to these proposals? 


{Voronin} Our construction complex was the weakest 
link in the transition to wholesale trade. I relate this 
shortcoming to myself as well. When we prepared the 
organizauional structure of Gossnab, we underestimated 
the importance of the matter. My former deputy reached 
for everything, thinking that we in the center can manage 
every line. We tried to correct him but it did not help. 


At this time in the country as a whole, things ar not 
working out very well either. But it 1s no longer a matter 
of the deputy but of me and a number of comrades who 
are dealing with the problem 


In transferring individual republic ministries to whole- 
sale trade. we understood that this is not a very sound 
path. But we took it knowingly to gain experience, to 
take our lumps now and avoid them in the future. The 
experience turned out to be successful in Estonia and less 
successful in Belorussia. In some republics and economic 
regions, things went well, in others not so well 


Our most unsuccessful decision was in capital construc- 
tion. What happened, in my view? The existing eco- 
nomic mechanism 1s not yet directing builders toward 
the introduction of start-up capacities. It tends more to 
encourage them to take more resources 


Today capital investments are obtained but not earned. 
I know that a new position is now being prepared. All 
capital investments will be subject to payment. If you 
have a need, take a loan, pay interest and build what you 
want. This is how we will link wholesale trade with the 
saving of resources. Our capital construction is still 
horribly materials-intensive, twice what it 1s in America. 


Now to be specific. We received your proposals. S. V. 
Anisimov 1s handling them. We will soon hear the idea of 
our construction complex on the problems 1n the devel- 
opment of wholesale trade. There are many complexi- 
ties. How 1s it possible, for example, to transfer bathtubs 
to wholesale trade? There is a shortage of them on the 
order of 750,000. We import bathtubs from Algeria and 
Turkey. We make | 20 million square meters of linoleum 
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in the country and are torced to purchase 60 million. | 
myself have to call the prime minister of India or the 
chairman of the Bulgarian Council of Ministers or send 
telegrams: give us linoleum, because everyone 1s com- 
plaining that apartments are not being turned over 
What kind of wholesale trade 1s this? For this reason, | 
would not so easily talk about the transfer of individual 
commodity groups to wholesale trade. | would not want 
to give up this version so simply. We are not going to 
transfer any Ministry of Construction in the Northern 
and Western Regions of the USSR to wholesale trade 
The builders understand it to mean that they should be 
given everything but they do not want to Save anything; 
no cost accounting 1s working for them. And after this, 
they trumpet that wholesale trade is not working and 
that there are no materials. We do not agree with sucha 
position 


[Question] Today capital construction 1s supplied through 
three channels. The customer supplies the basic equip- 
ment, the general contractor supplies some forms of equip- 
ment and materials, and the subcontractor also makes 
deliveries. The system is extremely unreliable and ts one of 
the reasons why construction deadlines are not met. Is it 


proposed that there be a transition to the delivery of 


complete sets of machine systems as foreseen by the 
decision of five committees, including Gossnab, Gosplan 
and the State Committee on Prices, in 1986, and what 
qsystem is proposed for the improvement of the provision 
of construction with equipment and materials’ 


(Voronin] Last year USSR Gossnab and our workers 
participated in providing tor the construction of the 
Rzhev Crane Building Plant under the method that you 
mentioned. The construction project in Rzhev_ suc- 
ceeded but something else did not. While they built, the 
comrades slept and failed to order a full set of equip- 
ment. The capacity 1s somewhat over a thousand cranes 
but the ministry accepted orders for less than half that 
number. Gosstroy is now preparing materials whilecom- 
bining project planning and construction and 1s thinking 
about how to disseminate the experience. We are also 
participating in this. 


The people at Gossnab are interested tn taking on the 
maximum volume of work but not so much that they are 
caught between the consumer and supplier with no rights 
and only obligations. The supplier asserts one thing and 
the consumer something else. Both are unsatisfied. I 
cannot say whether there will be a special document on 
the dissemination of experience. But it is correct that 
Comrade Batalin wants to discuss the matter with us. 
Scientists, builders and workers of construction minis- 
tries are being invited 


[Question] Many questions in the equipping of capital 
construction facilities in 1989 have not been resolved, 
especially for products that have been transferred to 
direct ties. What measures are being taken to overcome 
the crisis situation? 
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[Voronin] That is a difficult but proper quesuon. Mans 
discrepancies arose because of the fact that main 
directorates for the equipping of especially important 
construction projects [soyvuzglavkomplekty 
the ministries. The ministries incorporated the soyuz- 
glavkomplekty in their central system, where they turned 
Out to be completely useless torate [komplekt] 
is Supposed to have the right to ente! to 
pay money, and to have working capital. Otherwise there 
is simply no reason for !t to exist 


the 





went over to 


| he ail 
into contracts. 


We expressed our point of view and presented it to all 
the ministries. About two-thirds of them agreed with our 
arguments and established the needed directorates. New 
directorates were also established but they do not have 
economic ties. They appealed to the suppliers, who say: 
listen, where did you come trom, we do not know YOU. 
We issued an instruction to the territorial bodies and are 
trying to resolve these questions ourselves 


But there 1s tension. For the first time in many 
having fulfilled the construction volume, we will proba- 
bly not introduce 25 percent of the start-up capacities, 
which will have a very detrimental effect on the national 
economy. Still, | cannot give an absolutely complete and 
specific answer. I do not yet have tinal approaches to the 
resolution of the question. So for the time being, let the 


author not be offended 


years, 


{Question] Has anyone calculated the economic effec- 
tiveness and expediency of the establishment of some 
particular number of wholesale trade stores in the eco- 
nomic districts? 


[Voronin] The economic effectiveness has not been 
calculated. But their disposition ha thought 
through very carefully. | understand the author's mem- 
orandum. Many come to me with the grievance: you set 
for us targets for the establishment of stores that are too 
high. I do not claim that the plan for their distribution 1s 
absolutely inviolable; it is possible to change their dis- 
position. In the future, however, the targets will be even 


larger. And how can it be otherwise, where will we trade? 


been 


the territorial 
hem and not asa 


When I talked with many workers of 
offices, I did so not to put pressure 0 
chief. As a specialist, | only wanted inderstand the 
nature of the problem. I hope the comrades are not 
offended but I concluded that they do not quite grasp the 
uniqueness of the moment. Wholesale trade cannot be 
developed without stores. That means that they must be 
built and that 1s not so simple. It is necessary to find 
resources, to work, to give them the maximum freedom, 
not to put pressure on them through the central system 
but to help them convert to full cost accounting and the 
lease contract. Many are not pleased with this change 
But we cannot agree with passivity. [t 1s another matter 
if there are reasonable suggestions somewhere. Please let 


tO 
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us have them, for any rational seed will find the most 


fertile soil. We have no desire to build a large number of 


stores haphazardly. There is a desire to organize whole- 
sale trade through them. 


[Question] What specific measures are being imple- 
mented to train personnel in the area of marketing? 


[Voronin] Contracts have been signed with Finland in 
accordance with the line of the USSR National Eco- 
nomic Academy, Foreign Trade Academy and USSR 
Gossnab. I cannot give exact times now but sometime 
around the first of the year the first group of our 
specialists will leave for training. Specialists of the 
national system will be sent there several times a year. 
Why was precisely Finland chosen? We visited there, 
looked around and saw that they do serious work there. 


[Question] Do you admit the possibility of bringing in 
experts from the socialist countries and international 
organizations to assess the quality of industrial output 
and the standard prices for industrial output in compar- 
ison with actual expenditures? 


[Voronin] You know that state acceptance exists to 
assess the quality of output. This is a nondepartmental 
organization. The technical level is determined by the 
Committee for Science and Technology with the partic- 
ipation of scientists from branch and academic insti- 
tutes. Whether or not it is necessary to bring in scientists 
from socialist countries and international organizations 
is a rather complex question. Naturally it 1s essential to 
study the advanced trends in the economy. Mr Leontyev 
visited us here in Gossnab. We consulted with him and 
had a lengthy conversation. But let us not forget about 
the specific nature of our economy. To advise us to do 
something, it is necessary to have specific knowledge of 
our situation and laws. There 1s one solution: if it is 
necessary, you must bring them in. If there is no such 
need, let us realize that you and | must resolve our own 
problems, for no one will resolve them for us. 


(Question] Is there a need to adopt the experience of 
countries that distorts the market economy? 


[Voronin] It 1s always useful to adopt experience. What 
is being done for this? We established brigades that very 
attentively studied the practice of wholesale trade in 
Hungary, the GDR, China, Finland and France. We are 
now working together with scientists to establish our 
own model. 


It 1s necessary to study experience and we will deal with 
this in the future. But it does not follow from this that we 
should copy it blindly. The task now is to take what 1s 
useful and rework it for our specific situation. In France, 
for example, we familiarized ourselves with a very 
remarkable automated system for the management of 
the turnover not only in the country as a whole but also 
in its connection with many countries of the world. Such 
experience will be of use to us. Today we are working and 


34 








NATIONAL ECONOMY 


thinking about how to involve the French in interaction 
At this time, we are paying most of our attention to how 
to find resources and, to be frank, how to pay objectively 
and less. We have no superfluous money and especially 
no extra foreign exchange. 


[Question] How will the problem of the production of 
spare parts be resolved in the national economy? 


[Voronin] We have approached this problem many times 
but we just cannot get a grasp of it. Spare parts are not 
very labor-intensive and their cost 1s low and therefore 
producers are reluctant to manufacture them. Still, it is 
necessary to settle the question. Colossal losses result 
from the shortage of spare parts. 


The machine building complex of USSR Gosplan with 
the participation of the bureau of the Council of Minis- 
ters for machine building has now prepared a draft 
decree on the resolution of the problem. Our comrades 
also took part in its elaborat’on. It is clear that it will be 
passed early in 1989. 


What would I like to add? We ourselves are at fault in the 
situation at hand. A number of industrial enterprises are 
not fulfilling contractual obligations and we have not 
found any way to deal with them. The interests of the 
national economy are not yet adequate to the interests of 
the labor collectives. There are many examples, unfortu- 
nately, in which for the sake to profit the collective 
ignores national economic interests. But everything 1s 
interrelated in the economy. Today you are a supplier 
and tomorrow you are a consumer. More accurately, 
every enterprise 1s simultaneously a supplier and a 
consumer. And therefore the striving for an immediate 
interest inevitably leads to losses in the final analysis 
There is a problem and it 1s a complex one that cannot be 
resolved immediately. But it must be resolved and | 
think that a definite step will be taken in the antimonop- 
oly law. 


[Question] At the conference, the problem of the intro- 
duction of computer technology into the practice of 
managing wholesale trading was mentioned only in pass- 
ing in one speech. As a specialist, this puts me on the 
alert. We have three computer centers in our main 
directorate. The equipment is of different types. Al! tasks 
are resolved locally, in batch processing, and we essen- 
tially do not read information from each other. This 
results in great difficulties. Such problems exist in many 
territorial bodies. 


A good deal of work 1s now being done on the establish- 
ment of a single computer center for Gossnab. It is 
essential, because only on such a basis 1s it possible to 
resolve the problem of the development of wholesale 
trade. But what ts surprising about this? I will be happy 
if 1 am in error but | fear that there is no mistake. One 
gets the impression that today Gossnab 1s nevertheless 
underestimating the problem of ihe broad introduction 
of computer technology. 
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A good decision was made 2 years ago on the establish- 
ment of the service of chief designer. Today, in fact, 
there is no such service. We are unable to resolve many 
methodological questions. But if we do not establish a 
unified system for the management of wholesale trade 
and if we do not resolve a mass of more particular 
aspects of the problem, then the flow of information will 
overwhelm us and the very process will turn out to be 
unmanageable. What is being done in Gossnab so that 
this will not happen? 


[Voronin] That is a proper question. What should be said 
here? It is above all apparent that we cannot establish a 
sensible plan for work in this area. 


To get things off dead center somehow, we are now 
studying foreign experience. A large working group 
recently returned from France, where it studied the 
automated control system in commercial firms. They 
brought back interesting opinions and ideas. A French 
minister gave me an automated workplace, which is now 
being studied very closely in the main computer center of 
Gossnab. 


Another group headed by Boyev has returned from 
Finland. At the invitation of the prime minister, I also 
visitied there. I met with a number of specialists from the 
Finnish “Wholesale Trade Union.” By the way, we 
signed an agreement with them on cooperation. I must 
say that there are things to learn from them, especially 
the forecasting of the need for resources for wholesale 
trade. I myself am an adherent of accounting balances. 
They have not worked them out but the automated 
control system is organized simply wonderfully. They 
have it not only for commercial services but for consum- 
ers as well. They always know what is stored where in 
which depot. If something is lacking, then through the 
data bank they can automatically find out where they can 
order the needed resources. 


We are now working on the establishment of an analo- 
gous system. We are bringing in a number of academic 
institutes and have received work plans from them. 
There is much in them that 1s not pleasing and much ts 
difficult to understand fully, because it is difficult to 
grasp purely professional aspects. But the work is under 
way. 


At the same time, I must self-critically say that we have 
left much undone. We need to bring people together and 
think about what needs to be done. But we need to gather 
not just for show but for real results. 


If there are any specific suggestions, let us have them, 
without waiting for a conference. If they include a 
rational idea, we will all benefit immediately. 


[Question] Our association includes a number of 
medium-sized and small industrial enterprises. For 
many years, we received completing items from the 
institutions of the USSR Ministry of Internal Affairs. 


ow 
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Beginning in 1989, they are categorically refusing to 
make deliveries. Our plants are on the verge of shutting 
down. This is the first thing. 


Secondly, our limit on tools was significantly reduced. 
We appealed to USSR Gossnab for help. And the deputy 
chiefs of one of the sections sent us a letter that cannot be 
called anything other than an evasive answer. 


I would say that it was an amazing answer. They are 
proposing to our medium-sized and small plants that 
they organize the production of standard tools without 
special instrumental equipment and any conditions at 
all. How to proceed? 


[Voronin] I think that we must be pleased that colonies 
of the Ministry of Internal Affairs are being closed. This 
is very good. There they did not educate but at times 
tended to make chronic criminals out of people who 
stumble. Initially, of course, the decision to educate in 
labor collectives will have several negative features but 
Overall it 1s correct. 


You are waiting in vain for someone to do something for 
you instead of prisoners. That will not happen. Get 
yourselves moving. Show some initiative. 


Comrade Sizov, first deputy minister of internal affairs, 
visited me. We examined each ministry, what enter- 
prises to open for them and what colonies to close. We 
stipulated with all of them what they can take over. We, 
for example, took several plants from the Ministry of 
Internal Affairs and organized production there. If you 
overlooked something, you had only yourself to blame. I 
can give only one bit of advice: do not remain behind the 
times; they are changing and demand enterprise. 


As for the second question. They gave you an incorrect 
answer with respect to tools. It 1s economically inexpe- 
dient to organize the production of tools at plants of 
different ministries. The Ministry of the Machine Tool 
and Tool Building Industry exists for this purpose. It has 
sufficient capacities. | ask you to turn to my deputy. Let 
someone drive up and we will take measures. 


[Question] In the development of new forms of material 
and technical supply, wholesale trade and commerce, the 
question arises of the formation of cost accounting 
relations of territorial bodies. Our enterprises in Tyumen 
are very dispersed. We are planning the transition to 
syndicate work—mutual responsibility. Is it not advis- 
able to give thought to the question of cost accounting 
responsibility between USSR Gossnab and the territorial 
bodies rather than dictates from above? 


And a second question. It seems to me that there 1s no 
interest at the level of USSR Gossnab in the exchange of 
experience in this area. It tends more toward instructions 
with a claim on the absolute truth. This is a fundamental 
error that needs to be corrected. 
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Voronin] As for the second question, I am in full and 
mplete agreement with you. I think that our specialist 
hould listen to their comrade, especially since he is a 


SitOUIU 


npete nt person. He recently got his master’s degree. 


\s for the first question, here I may begin from afar. 
Frankly, | and other representatives of USSR Gossnab 
ire very concerned about the fact that we cannot find 
olutions on how to link the wages of the central staff 
with any specific work and results and that we cannot 
tranter them to cost accounting. We are seeing the effects 
yf habit, which developed over decades. There was a 
time when all of us, including myself, were in agreement 
ihat the central staff is the state staff. Consequently, for 

to make objective decisions and demands, its wages 
were not supposed to be linked with any other elements 
or with anything 


We are now seeking an approach for a diametrically 
opposite principle. Literally a few days ago, they 

‘ported to me that found a way to link bonuses with the 
results of the work of USSR Gossnab. And for bonuses 
are are respectable—two salaries a year. And this is the 
correct path. The system is based on an evaluation of 
labor by points. For the time being, we cannot think of 
anything else 


(Jur approach to syndicates, trusts and concerns. When 

had a party conference, I came forward with the 
Suggestion that we learn to trade. And, in my opinion, I 
got support. We have all become accustomed to distrib- 
iting. We are attracted to distributing like flies to honey. 
And it is necessary to trade. It is probably incorrect to 
limit the forms of supply, as before, to those that exist. If 
our objectives are best met by such forms as syndicates, 
trusts and concerns, let us organize syndicates, trusts and 
concerns. Let us see the essence under the names and 


labels. 


t is now fashionable to criticize. For example, that there 
enough lumber and that its provision is being 
nanaged very poorly. But no country has the forest 
resources that we have. This means that it is necessary 
ot Only to criticize but also to take action. We are now 
‘stablishing a gamut of joint enterprises with the Finns 
and a number of cooperatives. We are now thinking 
about establishing an industrial trade organization for 
the production and trade in consumer articles. American 
businessmen proposed establishing large joint enter- 
prises with USSR Gossnab for the organization of trade 
in consumer goods in Siberia and the Far East and then 
investing capital from them in the development of the 
branch. We are looking for new ways. Whether they are 
syndicates, trusts or concerns, it 1s necessary to look at 
the matter practically but without preconceived ideas 


no 


ou are from Tyumen, I will tell you that there they 
completely different approach from what now 
exists. We are destroying a great many resources in the 
I yumen area. Our oii and gas workers are so spoiled that 
they are demanding a huge amount of physical resources 


since 


need a 
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but have an unscrupulous attitude toward them. Our 
main territorial directorate in Tyumen has not yet come 
up with a solution to these problems, even though they 
have a rather good energy management. Theretore, when 
you speak of a syndicate and come out with specific 
proposals, it turns Out On examining them that you are 
again trying to introduce the old essence in a new form 
grab more resources to work less. We cannot agree with 
this. But we will look for forms. 


[Question] We are systematically establishing coopera- 
tives. Today there are more than 30 of them under our 
main directorate. But I have nothing but trouble from 
them. 

[Voronin] It is good that you have nothing from the 
cooperatives. 


[Question] | do not mean literally for myself-—I have 
nothing for the collective. If the cooperatives have a 
certain profit, some part of it ought to be allocated. let us 
say, to the social and economic needs of our collective. 
Otherwise we have a one-way street: help goes from us to 
the cooperatives but nothing comes from them to us. 


[Voronin] We have a law on cooperatives, a document 
toward which we must orient ourselves. I do not under- 
stand what the territorial directorate must have from the 
cooperatives. You organize cooperatives in those direc- 
tions that ensure the stability of supply and the elimina- 
tion of the shortage as well as questions of economy or 
repairs. Otherwise there is no sense in establishing them. 
Therefore, when you say that you want to have some- 
thing from them, I sincerely do not understand precisely 
what It Is. 


The cooperatives dispose of their own profit. If you 
come to an agreement with them on a shared basis, they 
can invest part of the money somewhere. In such an 
event, good luck, enter into businesslike relations with 
the cooperatives and no one will do anything to you. But 
let us look at things realistically. Cooperatives earn much 
and do much. Especially our supply cooperatives. The 
benefit from them is enormous. Nevertheless, the state 
sector is still settling our affairs. 


How many cooperatives do you have and how much 
output do they produce? Well, 5 percent, muybe 10 
percent, but the state sector supplies 90 percent. We do 
not need to push aside the cooperative movement, which 
is very easy to do, especially at its beginning, but we need 
to find the correct approach to the new system. 


[Question] Who is responsible for what is being done in 
the stores? The conference will accept recommendations 
on the problems of wholesale trade, an integral part of 
the restructuring of the economy. But who will introduce 
them and take personal responsibility just as for the 
entire restructuring of the economy? Perhaps a special 
resolution should be passed at the conference? 
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[Voronin] We have a practical scientific conference dedi 
cated to a definite theme that we worked on, It 1s probably 
wrong to pass any other resolutions impromptu 


At the same time, the author of the memorandum raised 
some burning questions, You know that the theoretical 
directions of perestroyka were determined clearly at the 
19th All-Union Party Conference. They include the food 
program, the production of consumer goods, the problems 
of social and cultural services, housing and health. Specitic 
programs were prepared tor them, A commission 1s working 
under the chairmanship of I.1. Ryzhkov, It includes manag- 
ers of branches and enterprises and scientists. It 1s paying a 
lot of attention to the improvement of the national eco- 
nomic mechanism, I can say with full responsibility to the 
author and all the comrades present that much tedious and 
thoughtful work is being done. 


Ihe results are not always felt immediately, of course 
But, comrades, we all want to be ahead of time. | 
understand that there is impatience and that we would 
like to feel the results of perestroyka with our hands 
today. But life is life and there are certain possibilities 
that cannot be mastered immediately, Let us resolve the 
questions that face us calmly, confidently, thoughtfully 
with knowledge of the matter and with sufficient respect 
As a member of the Central Committee of the party and 
as deputy chairman of the (/SSR Council of Ministers, | 
can say firmly that the government and Central Com- 
mittee are persistently achieving the progressive move- 
ment of perestroyka. You know the personal contribu- 
tion and significant work of M.S. Gorbachev in the 
resolution of these very complex matters. And they 
accumulated over many years. So we will be realists. 
What can be done today, let us do, and what cannot 
produce immediate results, let it yield fruit in its own 
time. It is not worthwhile to pick it green 


COPYRIGHT: Izdatelstvo “Ekonomika”, ‘“Materialno- 
tekhnicheskoye snabzheniye”’, 1989. 
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NEP Lesson Warns Against Fixed Price Policy 
18200346 Moscow SOTSIALITICHESKAYA 
INDUSTRIYA tn Russian 4 May 89 p 3 


[Article by B. Pinsker, economist: “Price Policy and the 
Catastrophy of the 1930's] 


[Text] There 1s, perhaps, no other problem at present 
which concerns each and everyone to a greater extent 
than the future price reform. The representatives of the 
State Committee on Prices try to demonstrate to us that 
it 18 possible to compensate for their increase. Other 
departments are ready to control all kinds of prices— 
from state to cooperative prices. But before deciding on 
the. perhaps, most responsible step of perestroyka, it 1s 
not superfluous to learn from our own historical mis- 
takes, to remember our bitter experience 
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It is considered that Stalin put an end to the NEP 
Of ambition and craving tor power 
journalists nor historians who reason in this manne: 
into account his political and economu 
physical destruction inflicted on the kulaks and 


traders proved to be only the formal 


economic tailure of this epoch 
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Struggle to increase labor productivity, to reduce over 
head expenses, to improve the utilization of equipment, 
etc, Such a policy had to imitate the competitive pressure 
that is absent in a monopolized system 


An idea, which ts not without wit, but one which can 
work only in conditions of strict budget limitations, 
where the state, in lowering prices, 1s completely serious 
in its intention to drive enterprises into ruin that were 
unable to adapi .o the new level of prices. Since there 
was no such seriousness, the result of this policy was the 
distortion of all economic proportions and the exacerba- 
tion of commodity hunger 


[he first steps of industrialization already in the fall of 
1924 renewed the inflationary pressure and laid the 
foundation for the new growth of prices. The gap 
between industrial and agricultural prices increased. 
There was also an increase between the wholesale and 
retail prices 


The managers of the economy reacted to this serious 
problem stereotypically. The April VKP(b) 1925 pro- 
claimed the necessity of the further lowering of retail 
plans—for the sake of reducing the “‘scissors.”” That 1s 
the special features and distinctions of the economic 
situation of the years 1925-1926 were simply not under- 
stood 
1923 was called forth by the high prices of urban goods. 
In 1925 the crisis arose from the surplus of money in the 
circulation channels. Effective demand in the cities 


exceeded 80-90 percent of the goods. With the system of 


the goods that reached the village 
3 times more expensive than in the 


trade of that time 
turned out to be 2- 
City 


In our social and political journalism, there now roams 
the myth of the NEP as reign of market economics. But 
let us think this over, is this how it was? Any govern- 
ment, in the interest of its own population, must some- 
how control the market, must run it. The whole question 
is, in what ways to do this. In the same situation of 1925, 
it would have been possible to influence the market, 
having reduced, for example, expenditures for industria! 


construction and thereby to lower the dimensions of 


urban demand. This measure could have been supple- 
mented with the reorientation of part of the capital 
investments into light industry. There would have been 
an increase in the volume of goods tn day-to-day demand 
and balance in the markets would have been restored 
more quickly and durably. But the government selected 
a fundamentally different path—it tried to command the 
market through prices 


Then, in 1925, it continued to persistently lower prices 
for industrial goods. The sharpness of the commodity 
hunger, naturally, only increased. You see, the invest- 
ments in industrial construction grew and the amount of 
money in the hands of the population increased. As a 


result of the supplanting of private traders, an increas- 
ingly large share of commodities was sold at the reduced 


The gap of agricultural and industrial prices of 
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Slate prices, and the real shortage of these goods for the 
Village became sull greater. There was also a propor- 
tional increase in the prices which the village overpaid 
for them. The authorities tried to use all sorts of admin- 
istrative Measures against speculators, but their number, 
Clearly, did not decline as a result of this. To all proposals 
to raise prices, if only tor the goods in extremely short 
supply, in order to sharply increase their production, and 
then already on a sound basis to reduce prices (such, for 
example, was the suggestion of Pyatakov), the party 
leaders reacted in the most negative manner. Dzerzhin- 
sky called the appeal for an increase of prices “senseless, 
anti-Soviet, and anti-proletanian.” 


Our economy nevertheless outgrew the crisis of 1925. 
The almost single aitempt to competently (that 1s 
through economic means) influence the market had a 
positive effect. At the end of 1925, Gosbank and the 
People’s Commissariat of Finance suspended the expan- 
sion of credits for industrial credits projects. In spite of 
the furious opposition of the trusts, the Supreme Council 
of the National Economy and Gosplan, throughout 1926 
the Ministry of Finance [as published] succeeded in 
sustaining the policy of financial wisdom, letting the 
trusts search for ways of lowering production cost. As a 
result, the growth of the amount of money in circulation 
during this year came to “only” 20.3 percent of that of 
the preceding year (in 1924-1925 it increased by 85.7 
percent). The beneficial policy remained in effect for 
approximately |.5 years. Even this comparatively short 
time period proved sufficient for the growth of commod- 
ity production to overtake the growth of money in 
circulation, and the acuteness of the shortage, as if by 
magic, resolved itself. Moreover, here and there even 
signs of overstocking appeared! 


In this situation, the party decided that it was necessary 
to finally attain the implementation of previous deci- 
sions concerning the price reduction. The February 
(1927) VKP(b) Plenum adopted the corresponding reso- 
lution. In it 1t was pointed out that this measure 1s 
necessary for the further limitation of elements of pri- 
vate capitalism, the increase of wages, and the strength- 
ening of the exchange-value of the ruble. The practice of 
price regulation was extended to handicraft and cottage 
industry, as well as to the cooperatives. 


But the greatest “achievement” of the principle of plan- 
ning was turned around by the failure of grain procu 
ments in the fall and winter of 1927. The peasants—and 
this was reasonable in the highest degree on their part— 
held back their grain, expecting a price correction. The 
accelerated sale of grain, given the correlation of prices 
for grain and industrial products at that time, would 
have been pure folly and ruin from their point of view. 
What is more, from the standpoint of the state it would 
have been the same. To let go of the grain for a song 
means undermine the not only of 
expanded, but also of simple reproduction in the village 


to possibilities 
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The romantic enthusiasm with which the leaders of that 
time set about reshaping the economy 1s truly amazing. 
V. Kuybyshev, for example, proposed that the reduction 
of prices “will be valued by future historians. .. as one of 
the most brilliant victories. Price reduction in conditions 
of commodity shortage 1s the direct contradiction of the 
normal laws of the development of capitalist society.” 
The market and market relations were repudiated from 
the threshold. ““Market conditions are a current, but the 
communist and the Bolshevik have always been able, 
and are now able, to swim against the stream,’ wrote V 
Kuybyshev, appealing tirelessly to fight against “the iron 
law of market conditions.” 


The victories over the laws of economics and common 
sense were accompanied by the undoing of the fly-wheel 
of inflation. During 1928-1929, the amount of money in 
circulation increased by 34 percent. For 1925-1929 as a 
whole, the budget expenditures increased by 105 per- 
cent, but the national income—only by 40 percent. If we 
take into consideration the fact that in 1913 pricesthe 
growth of national income came to only 25 percent, it 1s 
easy to appraise the degree of inflationism of the policy 
of that day: To the extent of approximately 80 percent, 
the “growth” of the national income reflected the 
increase of inflation, and not production. 


The policy of the forceful regulation of prices must be 
recognized as fundamentally false. Unbalanced prices— 
and no one, besides the market can balance them—lead 
to the shortage of goods. The shortage always and 
everywhere strengthens the black market, reduces real 
wages, and undermines the exchange-value. But the 
purely economic consequences of this incorrectly con- 
ceived policy pale before its social and political results. 


Already in the fall of 1927, the supply of the city was 
broken. Everywhere a rationing system was introduced. 
Even in Leningrad, at that time still the second capital of 
the country, beginning 1n 1927, food was distributed on the 
basis of rationing. Before long in Moscow, tea, soap and 
butter were no longer for sale. White bread disappeared. 


The whole responsibility for the serious disarray of the 
economy, which was called forth by the incompetent 
policy of the government of Stalin—Rykov—Bukharin, 
was shifted to the private sector. And the government 
did not doubt its correctness: Agriculture, which did not 
provide the country with grain, was almost exclusively 
individual; the greater part of industry belonged to the 
state. The retail trade network, to the extent of more 
than 90 percent, was in the hands of the private sector, 
the wholesale trade network—almost fully in the hands 
of state and cooperative organizations. For this reason, 
the appeals for struggle against the Nepmen and well- 
to-do peasant families (at first not death, but only for 
victory!) were a completely logical action on the part of 
the government which had brought the economy of the 
State to collapse, but desired to preserve itself as the 
power. Beat the floor on which the child bruised itself! 
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Already at the beginning of the crisis which put an end to 
the NEP, the problems of economic imbalance took on 
the torm of a social and political conflict. The conse- 
quences of the conflict are well known. The June VK P(b) 
Plenum of 1929 advanced the thesis of the intensifica- 
lion of the class struggle, the surplus appropriation and 
dekulakization increased. And, finally, conforming to 
established laws, the tragic events of the 1939's fol- 
lowed—that which we now call the Stalin terror, the 
Stalinshchina. 


Experience has shown that money circulation and the 
price system are the central i.erve of all of economic life. 
In a purely market economy, inflation does not lead to a 
crisis. Inflation whips up the increase of prices, calls 
forth some redistribution of incomes—and that 1s all. 
History teaches that the policy of price setting has not 
proved itself. In our conditions, a jump in inflation leads 
to the destruction of trade and economic relations and to 
the breakdown of supply and market. 


Today, standing at the threshold of an immediate price 
reform, we must learn this lesson. The policy of forcible 
price regulation logically led to the constraint of other 
spheres of social life as well. If we do not repudiate it 
once and for all, what will it turn into for us tomorrow? 


Excess Currency Contributes to ‘Stagflation’ 
18200386 Moscow PRAVITELSTVENNYY VEST NIK 
in Russian No 11, May 89 pp 6-7 


[Article by A. Khandruyev, doctor of economic sciences: 
“How To Fight Inflation’) 


[Text] An excessive amount of currency in circulation 
acts like a narcotic on the economy. At first it causes 
euphoria, helping to cover excessive Outlays by means of 
additional issuance, as well as stimulating the growth 
rate and structural shifts. Sooner or later, however, there 
comes a time when excessive financing leads to a poi- 
soning of the national-economic organism, and its self- 
destruction begins. But it is not so simple to free oneself 
trom a ruinous habit: the economic system, like a drug 
addict, needs new injections of additional liquid assets. 
When a country recovers its senses and gains insight, it 1s 
faced with an important choice: either to go on sliding 
downhill, or make an effort of the will, break loose from 
the captivity of self-deceit, and enter upon the difficult 
path of recovering its health. 


In and by itself, the fact of working out and implement- 
ing a program for recovering financial and economic 
health and strengthening the monetary circulation in the 
country attests to an awareness and a recognition of the 
danger from the economic and sociopolitical conse- 
quences of inflation. This provides grounds for a 
restrained optimism. Nevertheless, 1t would be prema- 
ture to suppose that effective methods have already been 
found for fighting inflation. In order to look at things 
soberly, we must renounce a whole series of illusions 
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which have not yet been completely abandoned and 
recognize the entire difficulty of stabilizing and strength- 
ening the purchasing power of the ruble 


One such illusion is the willful or involuntary distortion 
of the historical truth about inflation under socialism 
Until quite recently Soviet economic literature, as 1s 
known dominated by the view that a planned 
direction of the economy, supposedly. serves as a reliable 
protection against the manifestation of inflationary pro- 
cesses. But now we are going to other extremes, whereby 
some persons place the burden of responsibility for 
inflation exclusively on perestroyka, while others con- 
sider the entire path which we have traveled—with the 
exception of the years 1922-1925—as inflationary 


was 


In fact. most of the socialist countries, especially those 
which have embarked upon the path of radicai changes 
In managing their public production, have now encoun- 
tered the problem of inflation. Economic reforms have 
activated various manifestations of the inflationary pro- 
cesses. However, the fundamental causes and moving 
factors of inflation under socialism have their roots in 
the command-administrative system, when unbalanced 
economic growth 
resources were covered by an excessive issuance 
currency. But at that time, by virtue of a rigid price 
formation, inflation flowed on “under cover,” express- 
ing itself in the accumulation of excess demand, imbal- 
ances, and shortages. But perestroyka revealed a danger- 
ous abscess. An interweaving of hidden and open forms 
of monetary devaluation had occurred. Let us note, by 
the way, that it would also be an over-simplication to 


assume that in the past use was made exclusively of 


inflationary measures for financing economic develop- 
ment. Thus, tor example, in contrast to the Civil War, 
the Great Patriotic War ot 1941-1945 did not end ina 
financial collapse; instead, the period of the 1950's and 
1960's. on the whole, could be termed ‘“‘defla- 
At what price this was achieved 1s another 


early 
tionary. 
matter 


Another illusion has arisen as a result of the fact that the 
shortage of professional opinions about the fight against 
inflation is now being filled, and then some, by publi- 
cism. The gist of this illusion is that the fight against 
inflation can, supposedly, be waged on the basis of a 
schematic its nature. However, with 
the aid of general ideas about inflation as an excess of 
money, engendered by disproportions in public repro- 
duction ‘velop an integrated program for 
fighting against devaluation of the ruble. 


representation of 


ve Cannot dk 


In each intry the inflationary process has its own 
specifics, which presupposes the use of a complex of 
various combinations of short-term and long-term mea- 
sures financial health. In our country 


for recovering 


inflation has become interwoven with commodity short- 
ages and budgetary deficits. with enormous, Over-norma- 
tive reserve supplies of commodity-material valuables 


ind a thoughtless squandering of 
of 
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with a growth in the foreign debt, with hidden unem- 
ployment, an exacerbation of national attitudes, and a 
Stagnation in production. The inflationary process 1s 
proceeding. tor most part, in hidden torms. The 
situation in which we tind ourselves is best characterized 
by the term “stagnation,” 1.e., a combination of stagna- 
tion and inflation 


the 


By virtue of this, the methods which other countries 
have experimented with in order to fight inflation could 
be accompanied by the most unanticipated conse- 
quences in our country. In particular, 1t would be good to 
make interest rates dependent upon demand and supply 

However, under the conditions whereby there 1s a lack of 
a market for credit resources and the dictates [bidding] 
of producers, the increase of interest rates, In Our opin- 
ion, would not reduce the demand for credits. Moreover, 
monopolists take advantage of the well-known mecha- 
nism to transform them into excess production. 


The idea being stated in the press of restricting the 
currency issuance by the specific percentage increase in 
the national income or the gross public product deserves 
our attention, although there 1s nothing new in this. The 
monetarists advanced such a proposal quite some time 
ago. Their leader, the American economist M. Fried- 
man, even formulated the “monetary rule,’ according to 
which a pre-assigned growth rate in the money supply 
could exert a stabilizing effect on the economy. How- 
ever, we should clearly recognize that such a measure, 
under our conditions, would bring about a number of 
quite unpleasant consequences: not only the closing 
down of enterprises which are operating at a loss or 
which make very little profit, but also the non-payment 
of some wages and a reduction in the outlays for social 
needs. 


And I would particularly like to talk about another: 
illusion, which, unfortunately, has deep roots. It 1s 
impossible to put an end to inflation with the aid of 
extraordinary measures or admiunistrative-command 
methods. They can provide only an insignificant effec 

inasmuch as experience has shown that enterprises and 
ministries have always adroitly avoided the cunningly 
placed traps of prohibitions. In particular, we cannot 
agree with the rash proposals about exchanging some 
money for another kind, about an admiunistrative 
restructuring of prices and tightening controls on them, 
about hastily introducing a convertible ruble, based on 
the experience of the 1922-1924 currency reform 


[he entire complexity of the fight against inflation 
consists of the fact that it 1s, at one and the same time, 
both a cause and an effect of a material-financial imbal- 
ance. On the one hand, an excess issuance of currency 
exerts an independent, destabilizing influence on eco- 
nomic ties and structures. It undermines the material 
and moral incentives to work, retards the transition to 
wholesale trade, distorts the nature of cost-acconting 
relations, and complicates the implementation of the 
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price-formation reform, On the other hand, the stability 
of the monetary unit 1s always determined by the condi- 
tion of the entire national economy, it is of a general 
economic nature 


In the final analysis, however, inflation manifests itself 
in the sphere of monetary relations. Therefore, it 1s 
specifically the restructuring of the monetary-credit 
sphere which should rank first in the program of anti- 
inflationary measures. This does not diminish the 
important role played by budgetary and tax policy, price 
formation, investment and structural policy, or the 
mechanism of foreign-economic ties in stabilizing the 
purchasing power of the ruble. However, world-lvel 
experience has shown that, under the conditions 
inflation which threatens to make the transition from 
creeping to galloping, and then to hyperintlation, it 1s 
precisely monetary-credit regulation which advances to 
the position of a primary and key element of the entire 
economic policy. 


ot 


Without claiming to set forth an entire anti-inflationary 
program, let me state certain ideas pertaining to mone- 
tary-credit policy. In the first place, the fight against 
inflation cannot be waged with our eyes closed; we need 
to fine-tune the open publication of data on the money 
supply, liabilities of the USSR Gosbank [State Bank], 
intelligently designed and computed indexes of whole- 
sale and retail prices, and the cost of living (including 
alternative variants), etc. The lack of statistics on mon- 
etary circulation, closed down 1n 1937, deprives scholars 
and many specialists of the opportunity to soberly eval- 


uate the situation and to propose solutions which are of 


practical value 


In the second place, we need to make energetic efforts to 
see the already-begun banking-activity reform through to 
a logical conclusion. It is our firm conviction that there 
is no sensible alternative to the formation of a two-level 
monetary-credit system. Its lower, moreover, foundation 
level must comprise the commercial banks, operating on 
the principles of cost accounting and inter-bank compe- 
tition. The state specialized and commercial banks must 
be placed at various levels and made subordinate to the 
unified rules of monetary-credit regulation. 


The upper level of the banking system should be occu- 
pied by the USSR Gosbank, hich should be allocated the 
function of serving as a bank for the other banks. It must 
receive into its own hands the operative control of the 
aggregate, that 1s, cash as well as non-cash, monetary 
turnover in accordance with the legislatively reinforced 
goals of the current monetary-credit policy. Moreover. 
the state debt should be not simply officially acknowl- 
edged, but also covered by government securities issued 
for a specific time period, the maximum amount issued 
to be determined by the USSR Supreme Soviet. 


In the third place, it would be feasible to gradually move 
away from cash and credit planning, replacing them by 
operations involving the placement of government secu- 
rities in the banking sector (operations in the open 
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market), varying the mandatory reserves, a flexible inter 
est-rate policy, as well as the establishment of standards 
for bank liquidity. Only with the formation of a system 
of monetary and financial markets will we overcome the 
passive issuance practice: whereby additional payment 
funds are put into circulation, depending upon the actual 
need for them 


In the fourth place, we must provide tor the gradual 
fixing of the lower and upper limits tor increasing the 
money supply. These limits must be tied in with the 
dynamics of the public product, the national income, 
prices, and other macroeconomic changes. It would be 
feasible to establish them tor a definite time period (over 
the course of a year) and revise them depending upon the 
over-all business conditions and the priorities of the 
monetary-credit policy 


Ihe renowned British economist, J. Keynes, once stated 
the following: “There can be no more clever or effective 
means for upsetting the foundation of a society than to 
derange its monetary circulation.” And he was correct in 
this. An extreme pumping money into economic 
circulation intensifies the fire of instability. At the same 
time it does play an extraordinarily important role of 
pulting a society's productive forces into motion. And 
the less money required for this, the better. And that 1s 
why the fight against inflation 1s also becoming a fight for 
the nation’s economic and sociopolitical health 


ot 


INDUSTRIAL DEVELOPMENT, 
PERFORMANCE 


Progress in Reducing Overhead Costs in Industry 
Reviewed 

18200392 Moscow FINANSY SSSR in Russian 

No 5, May 8Y pp 34-36 


[Article by V.S. Levin, docent of Kharkov Engineering 
Economics Institute, candidate of economic sciences] 


[Text] The intensive search for and mobilization of 
potential for reducing costs, which must always be at the 
center of attention of financial experts and economists of 
associations and enterprises take on the greatest impor- 
tance in the context of full cost accounting (khozraschet) 
and self-financing. One of the essential sources from 
which to guarantee self-support is to reduce overhead 
expenditures, which represent a sizable percentage of 
production costs and have a large impact on the size of 
the production cost, the amount of profit, and the 
profitability of enterprises. Overhead costs include the 
expenditures of industrial associations and enterprises 
which pertain to the production process as a whole, the 
economic entity aS a whole, and those costs which are 
outside the production process. They are grouped in 
various analytical categories 


For instance, the category “Financing the Admunistra- 
tion” reflects the wages of management personnel and 
other expenditures of similar character, in partici 
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those used to maintain central control communication 
The potential for reducing these costs 1s as follows 
improving the structure of production management, 
mechanization and automation of management opera 
tions, activation of improved communication equip- 
ment, and increasing the volume of output, and here one 
of the ways 1S to increase the Output of consumer goods 
and the rendering of services to the public 


The USSR Law on the State Enterprise extends broad 
rights in improving the structure of management. But at 
present they are not being sufficiently taken advantage 
of. In UkSSR industry, there are still a great many small 
enterprises which preserve the shop structure of manage- 
ment, whereas calculations of NII Trud have shown that 
there is no need for the shop tier of management in 
machinebuilding enterprises with fewer than 800 work- 
ers and in enterprises in other branches of industry with 
no more than 500 workers. 


Mechanization and automation of production manage- 
ment are an important potential tor reducing manage- 
ment costs. For instance, in the Leningrad Opticome- 
chanical Association imeni V.I. Lenin the use of up- 
to-date computers and oftice machines have made it 
possible to eliminate more than 500 administrative jobs 
and to achieve an annual economic benefit of about 
600,000 rubles 


Since administrative costs come under the heading of 


conventiona! fixed costs, their size per unit output can be 
reduced if the volume of production is increased. That 
increase is achieved without harm to output of the 
principal product by increasing the output of consumer 
goods and by rendering services both to the personne! ot 
the given enterprise and also on the outside. Calculations 
pertaining to 20 machinebuilding associations in 
Kharkov and other cities have shown that increasing the 


output of these products by | 5 percent and the volume of 


these services by 20 percent has made it possible to 
reduce administrative costs by 12.1 percent and to 
achieve an annual saving of 750,000 rubles 


Depreciation of buildings, installations, and fixtures 
occupies an evident place among overhead expenses 
The principal way of reducing these costs 1s to increase 
the volume of production per unit of the value of fixed 


capital. Aside from the ways of increasing the volume of 


production already enumerated, it 1s especially impor- 
tant to increase the shift coefficient and to make the 
transition to two- and three-shift operation. A great 
effort has been made in Kharkov to convert enterprises 
to that regime, which has yielded a sizable economic 
benefit, one form being the reduction of depreciation per 
unit output 


Substantial potential for reducing overhead can be mobi- 
lized through optimum consumption of resources to 
maintain buildings, installations, and fixtures at the level 
of production as a whole and the economic entity as a 
whole. In many associations and enterprises, operations 
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lo maintain cleanliness in shops and on plant grounds 
are sull labor-intensive: they cost about 3 rubles to clean 
| m° of area by hand. Adoption of mechanized cleaning 
at the PO “Volgograd Tractor Plant imen F.t 
Dzerzhinskiy’ made it possible to reduce these costs by 
a factor of 0.4. The costs of one cleaning machine 1s 
returned in 8-10 months based on the experience of the 
progressive PO's 


A large quantity of various auxiliary supplies are con 
sumed in the housekeeping of shops and the plant 
administration and also in maintaining the electrical and 
heating systems, water supply, and sewer system, The 
effective way to economize here 1s to improve the setting 
of allowances, to monitor the use of these resources and 
to provide incentives for their optimum use. However, 
as shown by the checks and examinations by financial 
and auditing agencies, the allowances set on these sup 
plies are frequently experimental statistical rates based 
on actual past costs, quite often including unjustified 
losses. Progressive experience, in particular that of the 
bearings industry, has convincingly demonstrated the 
possibility of setting technically sound rates of consump 
tion on all types of auxilary materials, including those 
used for housekeeping. 


Practically no bonus system has been organized for 
Saving on these supplies. Indicators which the 
greatest influence on the saving of resources must be 
adopted as the initial indicators in awarding incentives 
for specific economies. For example, increasing the 
standard interval between fuse changes, reducing the 
Standard percentage of light bulb breakage. increasing 
the coefficient of regeneration of lubricants, and so on 


have 


Fuel and energy costs are rather sizable within overhead 
expenditures. But not enough ts done to detect and use 
potential for reducing them. Checks run by financial 
authorities have shown that in many associations and 
enterprises in various branches of industry the rates of 
consumption of fuel and energy have become outdated 
There 1s no systematic monitoring of departures from 
those standards, nor are the causes or perpetrators of 
overexpenditure discovered. As a consequence, no thor- 
Ough analysis is made in those associations and enter- 
prises of fuel and energy expenditure, including the 
portion included in overhead expenditures, and the 
measures to reduce it are a mere tormality 


Fue: and energy expenditures are reduced as an element 
in overhead by working up the optimum operating 
patterns of heating and electrical installations, using 
secondary heat by installing economizers. waste-heat 
boilers, contact water heaters, by using thermal insula- 
tion, and so on. In addition to these measures, there 1s a 
substantial potential for reducing these expenditures in 
eliminating such causes of violations of standard rates of 
fuel and energy consumption as the lack of economical 
types of fuel, incoming fuel that does not meet the 
technical specifications, violation of the technological 


process of fuel and energy consumption, and _ the 
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improper condition of energy mains. Discovery of the 
causes of increased energy consumption and their thor- 
Ough analysis in one of the Kharkov machinebuilding 
associations made it possible to work out sound limits on 
energy consumption for all types of requirements, 
including the maintenance of branches and the admin- 
istrative headquarters of the association 


Overhead expenditures can also be reduced through 
Optimum organization of the operations of maintaining 
buildings, installations, transmissions, hoists, and so on 
For instance, in reduction of costs of lubricants used in 
tending gearing it 1s very important thal they be reused 
after regeneration and cleaning in regenerating units 
The use of up-to-date units regenerating oil with a yield 
of 86-88 percent provided a saving of 450,000 rubles per 
year in eight Kharkov machinebuilding associations 
There 1s also considerable untapped potential in reduc 
ing the costs of repairing gearing and hoists. For exam- 
ple, when hoists and dollies are repaired in one of the 
machinebuilding plants the drive rollers and pulleys are 
not replaced with new ones, but are restored by resur- 
facing and machining, which makes it possible for the 
enterprise to save as much as $2,000 rubles per year 


Use of progressive equipment for pertormance of oper- 
ations in the sales department yields a large benefit. In 
the PO “Gorkiy Motor Vehicle Plant,” the use of forklift 
trucks to load engines into railroad cars makes it possible 
to save more than 100,000 rubles a year. If warehouse 
costs are to be reduced, standard containers adapted for 
stacking in many tiers must be used; this makes it 
possible to increase the height of the stack, to reduce the 
area occupied by warehouses and make 1t available for 
other purposes, to increase the coefficient of warehouse 
use and ultimately to reduce the cost per unit of goods 
stored. 


Elimination of unproductive expenditures and losses 
represents an important way of reducing overhead 
Checks run by a financial agency of Ukrainian SSR have 
shown that these costs have been dropping negligibly 
There has been almost no decrease. and in certain cases 
there has even been an increase in the losses resulting 
from downtime, spoilage of inventories during storage in 
shop and plant storehouses, shortages of supplies and 
products, and work in process. In many associations and 
enterprises, losses because of equipment downtime are 
still substantial. Their reduction by only 25 percent in 
Kharkov machinebuilding associations could yield a 
growth of output of 45 million rubles and reduce over- 
head by 2.5 million rubles. 


Losses from spoilage of supplies and products in shop 
and plant warehouses have not been corrected. Because 
of the imperfect recordkeeping and monitoring, the 
perpetrators of these losses are frequently not discov- 
ered, and the loss is not made up to the association or 
enterprise, but 1s automatically written off, thereby 
increasing overhead. Deficiencies in warehouse manage- 
ment and the conditions under which inventories are 
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stored contribute to the formation of those costs, When 
shops and enterprises undergo reconstruction, provision 
should unfailingly be made tor building or modernizing 
warehouses for supplhes and finished products, for 
equipping them with quality equipment and accessories, 
tor organizing storage lo meet present-day requirements. 
In one of the Ukrainain machinebuilding associations, 
modernization of plantwide storehouses resulted in 
almost complete elimination of losses trom spoilage of 
supplies (they amounted to 94,000 rubles per year), 


Eliminating shortages of inventories in shop and plant- 
wide warehouses and in work in process 1s still an urgent 
problem. If these losses are to be eliminated, there must 
first of all be scientific organization of internal monitor- 
ing of both warehouse stocks and also the movement of 
parts and intermediate products in the production pro- 
cess. The radical solution to the problem is to set up 
comprehensive control embracing all economic activity, 
and to automate it, but that takes time. But for the 
present, progressive forms of recordkeeping and control 
such as the routing system and control using shop 
balance sheets of parts and the like are effective. The 
progressive know-how of the machine tool building 
industry convincingly demonstrates that drawing up 
balance sheets of parts, which make it possible to dis- 
cover remainders and movement from one position to 
the next, affords practically complete elimination of 
losses in work in process and reduction of overhead. 


Elimination of above-allowance inventories, which 
require large unjustified expenditures for storage, ship- 
ment, maintaining additional warehouse personnel, and 
so on, plays a large role in reducing overhead. The 
experience of the PO’s “*Kharkov Tractor Plant iment S. 
Ordzhonikidze” and the ““Minsk Tractor Plant iment 
V.I. Lenin” is instructive in this regard. In these associ- 
ations, the cost accounting of the material and technical 
supply department and external assembly department 
provides for material motivation to reduce stocks and 
financial liability for their unjustified growth. Financial 
departments of associations constantly monitor adher- 
ence to the allowances of warehouse inventories and the 
costs of warehouse maintenance. Such measures help to 
reduce overhead 


Elimination of cases of wastefulness, mismanagement, 
breaches of safety techniques and normal working con- 
ditions 1s a significant way of reducing these expendi- 
tures. These are what are called miscellaneous overhead 
expenditures. They include amounts by which normal 
shipping rates are exceeded, losses related to goods 
Shipped erroneously, the charge for exceeding limits on 
electric power and gas consumption, and reimbursement 
of loss related to workplace injuries. Reduction of over- 
head expenditures and accordingly of production cost is 
an important part of a set of interrelated measures to 
Strengthen the financial condition of associations and 
enterprises. 


COPYRIGHT: “Finansy SSSR”, 1989 
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REGIONAL DEVELOPMENT 


Panel Studies Transformation of AzSSR to 
Economic Autonomy 

18200366 Baku BAKINSKIY RABOCHLTY in Russian 
4 May 89 p 2 


(Account of panel discussion in the “Public Debate” 
discussion club organized by BAKINSKIY RABOCHIY 
of the draft of the document “General Principles tor 
Restructuring the Guidance of the Economy and Social 
Sphere in the Union Republics on the Basis of a Broad- 
ening of Their Sovereign Rights, Self-Government, and 
Self-Financing,”’ with key republic officials participat- 
ing: “Cost Accounting (Khozraschet) in the Region’’} 


| Text] [Box] 


Ihe BAKINSKIY RABOCHIY “Public Debate” Club 
for Working Meetings 


“A Strong Center Means Strong Republics’ —this thesis 


probably reveals most fully and accurately the essence of 


regional cost accounting, the conception of which has 
been worked out in the draft of the ‘““General Principles 
for Restructuring the Guidance of the Economy and 
Social Sphere in the Union Republics on the Basis of a 
Broadening of Their Sovereign Rights,  Self- 
Government, and Self-Financing.” 


(ost accounting of the region is a concept new to us. It 1s 
growing organically out of the smoothly functioning 
system of state, cooperative, and lease-based enterprises 
operating under the conditions of the socialist market 
and guaranteeing highly efficient operation without 
losses. But the term “regional cost accounting” 1s 
broader and deeper than just transformations in the 
economic sphere. The self-financing of a region cannot 
be separated from carrying out a reform of the political 
system, from granting local soviets the powers of true 
popular sovereignty, and from building a socialist state 
based on law. 


The cost accounting of the region is the objective reality 
of tomorrow. BAKINSKIY RABOCHTIY has taken up 
this problem more than once. In the articles “Do Not Be 
Left at the Starting Line” and “Possible Alternatives” (9 
September 1988), “The Stagnant Syndrome” (6 October 
1988), and “Revenues and Expenditures” (16 December 
1988), our newspaper has opened up a broad discussion 
of this topic among readers. 


We are continuing it today. Participants in the meeting in 
our “Public Debate”’ discussion club included: Z. Samed- 


zade, corresponding member of the AzSSR Academy of 
Sciences and head of the Socioeconomic Department of 


the Azerbayan CP Central Committee; F. Faradzhev, 
deputy chairman of AzSSR Gosplan; B. Karayev, repub- 


lic finance minister; V. Rzayev, chairman of the Board of 


the Azerbaijan Republic Bank of USSR Agrobank; A. 
Azizbekov, chairman of AzSSR Gossnab, S. Guseynov, 
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deputy director of the Scientific Research Economies 
Institute of the republic gosplan, N. Nabiyey, department 
head in the Economics Institute of the AzSSR Academy 
of Sciences; S. Mamedov, deputy dean of the School ot 
Finance and Economics of the Baku Branch of the 
Leningrad Finance and Economics Institute iment N.A 
Voznesenskiy; Ek. Mamedov, chiet of the Finance Admin 
istration of AZSSR Minlegprom, and A. Naitbov, BAKIN 
SKIY RABOCHIY correspondent 


Z. Samed-zade: | would like to begin at once with the 
main thing: regional cost accounting, whose problems we 
are discussing today, must become the force that tightens 
and cements the unity of the fraternal peoples of the 
USSR, rather than dividing them. Why do I set forth this 
thesis as the preamble to our discussion and why do | 
concentrate particular attention on it? Well, because 
recently we have quite often had occasion to encounter 
attempts to use the conception of regional cost account- 
ing as a kind of screen disguising isolationist tendencies. 
What do I specifically have in mind? The versions of 
regional cost accounting proposed by the Baltic republics 
threaten reduction and indeed even termination of eco- 
nomic ties among the union republics. Can such a thing 
be allowed in the context of a state structured on the 
principles of a socialist federation, that 1s, a voluntary 
union of sovereign republics united by age-old economic 
and cultural ties and with a common history and politi- 
cal system? I think the answer 1s decided in advance: the 
transition to a confederation, which some comrades are 
militating for, would be a step backward. Throughout the 
world we observe the exact opposite: a strengthening of 
centripetal tendencies, consolidation of torces, and inter- 
nationalization of the economy. But what are some 
scientists proposing to us? An internal market closed 
upon itself and even a national currency within a 
republic 


Correspondent: As 1s well-known, even the countries of 
the EEC intend to introduce a common monetary pnit— 
the ECU. This is natural. Integrative processes in the 
economy will sooner or later lead to the same’ result 
within several countries, not to mention the individual 
state. In the case of our country, as M.S. Gorbachev 
noted in his address to the Extraordinary | 2th Session of 
the USSR Supreme Soviet, [1th Convocation, “the 
unified national economic complex has taken shape, and 
within its framework the needs of all the republics are 
being met for raw materials and fuel, machines and 
instruments, food and consumer goods. Everything is so 
interwoven in the Soviet economy, so interrelated, that 
all it takes 1s to Shut down one or two enterprises to cause 
immense damage to the entire national economy, since 
this results in an entire chain of disruptions of the 
rhythm of production. It 1s with this in mind that the 
issue of introducing republic cost accounting should be 
decided.’ Those same key provisions of regional cost 
accounting are also reflected in the draft of the General 
Principles active participation in integrative pro- 
cesses, a deepening of the division of labor within the 
union, and formation of a unified socialist market 
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Z. Samed-zade: Take our republic, Azerbayan supplies 
steel pipe to the country, oil field equipment, aluminum, 
synthetic rubber, synthetic detergents, manufactured fer- 
tilizers, steel rails, electric motors, refrigerators, house- 
hold air conditioners, fabrics, carpets, canned fruits and 
vegetables, tobacco, jewelry, and various agricultural 
raw materials. We ship about half of our industrial 
Output to other regions of the country. At the same time, 
imports meet all the republic's needs for sugar, linen 
products, coal, refractories, tractors, television sets, pro- 
cessing equipment in metallurgy and printing, the prod- 
ucts of wood chemistry, microbiology, motor vehicle 
manufacturing, and more than half of the needs for 
porcelain and earthenware, cotton and woolen fabrics, 
knitwear, fish, milk and dairy products, flour and rolled 
products. 


As you see, to separate Azerbaijan's economy from the 
unified national economic complex would undermine 
the well-being of our republic’s inhabitants and would 
threaten the goal of restructuring. We cannot allow that. 


A. Azizbekov: I agree entirely with that conclusion. I 
would only like to supplement what has been said with 
figures. Today, the share of interrepublic and interre- 
gional deliveries constitutes about a third of their total 
‘olume, including three-fourths for gas and petroleum, 
70 percent for machines and equipment, and approxi- 
mately 40 percent for ferrous metals. But it is not just a 
question of percentages. Our republic’s work collectives 
are bound to the country’s enterprises by firm traditional 
ties of friendship which regional cost accounting should 
not weaken, but, on the contrary, reinforce still more. 


Correspondent: To judge by our discussion, most of the 
participants in the meeting have arrived at the funda- 
mental idea of regional cost accounting in Azerbayan: it 
must develop within the framework of the existing 
traditional economic, political, historical, and cultural 
bonds of the union republics and of all our country’s 
peoples, and it must serve to strengthen their unity and 
solidarity. The USSR is our common home. But you 
probably agree that Domostroy 1s not suitable in a 


modern home, in a modern family. The autocracy of 


departments, their neglect of the interests of regions, 
heavy-handedness on the principle of “what I say 
goes’’—all of this can only discredit the ideas of federa- 
tion. We need not look far for examples. You see what 
the union ministry of chemical industry has turned the 
city of Sumgait into, having usurped the right of the 
sovereign to use a region at its own discretion, organizing 
there a large number of harmful production operations. 


Incidentally, with the tacit consent of local entities of 


soviet power. We are now emancipating ourselves from 
this legacy of the time of the stagnation, and we are 
closing or rebuilding the chemical enterprises. It 1s very 
important, then, to make regional cost accounting an ally 
against excessive departmental! “enthusiasm.” After all, 


it is the departmental approach, as noted in the draft of 


the General Principles..., that created the disproportions 
between the production sphere and the social sphere, 
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that complicated the economic situation in a number of 
regions, that aggravated the problems of regions with 
labor surpluses and labor shortages, and that caused the 
inadvisable migration of the population. 


N. Nabiyev: You are putting salt on a painful wound. The 
ecological situation in our republic can be described as 
precritical. Today, the environmental criterion is by no 
means the primary one in the economic activity of enter- 
prises, branches, and departments. Our economy has not 
been turned toward economical use of natural resources, 
waste-free technologies, and clean processes. The system 
used to evaluate enterprise performance does not motivate 
collectives to protect the air and water, the soil and the 
forests. Just look at the indicaiors that are emphasized in 
our system: the volume of output, profit, and labor pro- 
ductivity. They are what wages, economic incentive funds, 
social benefits, and material sufficiency depend on. At the 
same time, the performance of natural conservation mea- 
sures usually requires additional outlays for enterprises, 
without, however, ticreasing their output or profit. On the 
contrary, usually they increase the production cost, reduce 
profitability, in short, they simply are not advantageous to 
the collectives. 


The traditional forms of natural resource use generate 
contradictions between the departmental interest and 
the public interest and inflict irreparable and frequently 
irreversible damage on nature and our health. 


Now that we are finally beginning to become aware of 
the unfortunate deeds of our own hands, now that the 
program ‘‘Health” has been drafted in the republic, | 
consider it necessary to put the question this way: Do we 
need to include damage to the environment in the system 
of economic accounts, which would make it possible to 
orient enterprises toward an economic activity that 
would take ecology into account. It 1s not that we need to 
combat the consequences of polluting the environment 
but rather we need to prevent them in the first place. In 
my opinion, that postulate must be fundamental to the 
conception of regional cost accounting. This will make 11 
possible for us to stand in the way of departmental! 
expansion. 


S. Mamedov: The dictate of departments has long been a 
commonplace. Every department tries to secure material 
resources for its own enterprises first. And it does not 
care in the least if in the given area there happens to be 
a plant or factory shipping exactly the same product...in 
the opposite direction. Figuratively speaking, the depart- 
ment, like the feudal landowner, sees only his own thief 
With the transition to regional cost accounting, we have 
to do thorough work on this problem and outline ways of 
solving it. I feel that we should take the same road as they 
have started out on, for example, in Leningrad and 
Moscow: to create intersector production associations, 
concerns. 
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F. Faradzhev: The policy of the departments has in a 
number of cases been just as shortsighted with respect to 


labor resources, employment, and the regulation of 


demographic processes. Our republic is among the 
regions with a surplus of labor. And those economic 
instruments which are effective in other republics expe- 
riencing a Strain on their manpower are not applicable in 
Azerbaian. In fact, it turns out that the labor-saving 
strategy imposed on us from above, which fails to take 
into account specific local conditions, results in shops 
short of personnel and does not provide motivation to 
make the transition to operation on more than one shift 
and to create new jobs. 


We need a more flexible system of management based on 
knowledge of the demographic situation in the region, 
which would make it possible to use the resources earned 


by the republic to effectively solve the problems of 


personnel training and retraining and to bring the labor 
supply into social production. But if all of these and 
many other problems are to be solved in fact, not just on 
paper, a number of ministries, departments, enterprises, 
and associations have to be transferred from union to 
republic jurisdiction 


The draft of the General Principles... gives a rather 
detailed list of those things which must remain at the 
disposition of the center and those which it would be 
more expedient to transfer to republic jurisdiction. 
There are, of course, things to argue about here, but | 
think that that is a topic for a separate discussion. 


Z. Samed-zade: When we speak about the economy of 


the USSR as a unified national economic complex, we 
do not mean merely an arithmetic summation of the 
potential of each republic, but their most optimum 
inclusion in the potential of the entire union. Only in this 
case could regional cost accounting be beneficial to each 
region, each nationality and ethnic minority, aad that 
means also to the entire state, becoming a factor that 
equalizes the economic and social level of the republics. 
A factor that equalizes, rather than levels—that 1s what 1s 
important. For our objective 1s not to give a ring to every 
sister, that is, to divide up the goods equally from the 
center, but to create those conditions that would pull the 
regions that have been lagging in the level of their social 
development up to those which have moved out ahead. 


Unfortunately, our republic is at present among the 
former. The per capita national income produced tn 
Azerbaijan is about 80 percent of the union level, and in 
the case of the national income used it 1s only 63 percent. 


Correspondent: The difference between the income pro- 
duced and the income used in 1986 was 2.416 billion 
rubles in actual prices, according to what our newspaper 
wrote in the article “Possible Alternatives.”’ In 1987, the 
figure was 2.454 billion. Why are we giving out more 
than we are getting? This can hardly be blamed on 
anyone’s malicious intrigues, as some of our readers 
attempted to do after studying very carefully the article 
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by S. Mamedov, who incidentally is taking part in our 
discussion today. Subsequent articles in BAKINSKIY 
RABOCHIY and other republic newspapers brought 
clarity to this delicate Question. It turns out not to have 
veen anyone’s evil intent that 1s to blame, but the 
impertect structure of our republic’s economy, which its 
oriented toward the export of raw materials and semi- 
finished products and the import of finished products, 
the “wine crisis” in 1985, the fact that many enterprises 
are operating at a loss, and the social vices that have been 
eating away our society like rust—corruption, figure 
padding, graft, and clannishness.... 


S. Guseynov: The imperfect structure of the economy 
has been referred to among the causes of our misfor- 
tunes. I agree with this entirely. As a matter of fact, 
Azerbaijan SSR is one of the few union republics where 
the bulk of the unsolved problems—both economic and 
social—are related to the unbalanced structure of the 
economy and of industry in particular. In most regions 
of Azerbaijan, industry is mainly represented by enter- 
prises in light industry and the food industry, which do 
only the primary processing of local raw materials. In 
most cases, these enterprises do not bring their product 
up to what we might call condition, but rather they send 
it into other regions of the country in the form of 
semifinished products. It is only there, as it passes 
through all the final stages of processing, that its price 
goes up. Primary wine-making materials, which we send 
outside the republic, where they are turned into wine, 
which, as 1s well-known, 1s not inexpensive, is the most 
typical example. 


\dd to that the low level and underutilization of the 
production potential, the scientific-technical potential, 
and the resource potential, the losses from the unequiv- 
alent exchange with other republics, and, a consequence 
of the first, the need for subsidies—that gives you the 
entire splendid “bouquet” of our difficulties that have 
resulted in the economic and social strain 


S. Mamedov: What do you propose? 


S. Guseynov: I propose: first—to organize and produce 
only those products which are in demand on the all- 
union market and world market. Second—sharply 
increase the share of finished products, which, | would 
note, will have not only economic importance, but also 
social and ethical importance. Third—priority develop- 
ment of science-intensive branches of industry, espe- 
cially those requiring large inputs of skilled labor, and 
production operations in machinebuilding which are not 
metals-intensive. Fourth—extensive practice of creating 
in rural areas small specialized enterprises and subsid- 
iaries furnished with up-to-date equipment and pro- 
cesses. As demonstrated by the experience of other 
republics and countries, it 1s these small and flexible 
production operations that are capable of going onto the 
market with a competitive product in a short time and 
thereby guaranteeing the successful functioning of the 
region in the context of cost accounting. 
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Finally, within the framework of today’s discussion 11 1s 
not possible to analyze in detail all the aspects of our 
economy's transition to regional cost accounting. But | 
feel | have mentioned the main directions. 


Correspondent: You have proposed an entire program of 


profound structural transformations in Azerbaijan’s 
economy. Incidentally, the urgency of this topic is not 
confined to our republic: in the draft of the General 
Principles... social reorientation and structural revamp- 
ing are named among the problems that have the most 
vital importance to our entire society. But do allow me 
this question: Where are we going to find the money for 
all this? 


E. Mamedov: There will never be enough money so long 
as the present situation lasts, a situation in which the 
enterprises and ministries of our republic are subject to 
an excessively high “tax”? to support the budget. Our 
republic Minlegprom, for example. transfers as much as 
50 percent of its profit to the budget, while in Estonia the 
figure is only 30 percent. The same thing is observed at 
the level of enterprises, many of which share the lion’s 
share of their profit with branch headquarters. These 
issues have to be regulated on the threshold of regional 
cost accounting. Finally, the main internal potential for 
profitable operation, for operation of collectives without 
loss, lies within them. 


V. Rzayev: The problems are familiar.... The same thing 
is also observed in the agroindustrial complex, where 
most farms are operating at a loss. Yet the successful 
introduction of regional cost accounting depends in large 
part on the state of affairs in the agricultural sector, since 
that is where most of the income of many of the 
republic’s rayons is formed. 


B. Karayev: Both Minlegprom and Gosagroprom have a 
great deal to do to get out of debt. Nor are they alone. 
This is an extremely important task. After all, the prin- 
ciple of regional cost accounting, which is based on 
self-support, On income in excess of expenditures, 1s 
feasible only when every link in the system—the branch, 
the enterprise, the rayon, and the city are self-supporting 
and begin to put income into the common money box. 
That is why in preparing for regional cost accounting we 
must take decisive steps to normalize the financial 
condition of enterprises and branches, engage in a 
“purge” of economic entities operating at a loss or low 
level of profit, set up a barrier to nonproductive expen- 
ditures, put “frozen” inventories to use, and quicken the 
circulation of money. 


The question of redistribution of income between the 
enterprise and the branch, between the branch and the 
budget, has rightly been touched on here. In this matter, 
it has to be stated clearly how much 1s to go to whom. I 
can tell you that in the context of regional cost accounting 
it is assumed that most of the income will remain at the 
disposition of the republics, and only the turnover tax 
would be used as a regulator. Provision has also been 


47 


NATIONAL ECONOMY 


made for a substantial increase in rates of transfers to 
republic budgets from the profit of enterprises under 
union jurisdiction. Thus, I hope that the power of central 
departments, which have had a habit of representing their 
own interests as those of the state, will be weakened, and 
the economic effectiveness and political authority of local 
bodies of government will be strengthened. 


But this is only one aspect of the problem of drawing the 
line between the revenues of the center and those of the 
periphery. Another problem 1s equally important in my 
view: formation of the budgets of the republic and of its 
administrative subdivisions—cities, rayons, and so on. 
Its complexity 1s compounded by the unevenness in 
development of the production infrasiructure and social 
infrastructure from region to region. We have here in 
Azerbaijan cities and rayons whose local budgets repre- 
sent a sizable sum in the total amount of state revenues. 
They are Kirovabad (17 percent), Lenkoran together 
with the rayon (49 percent), Ali-Bayramly (54 percent), 
Agdamskiy Rayon (41 percent), Belokanskiy Rayon (66 
percent), and certain others. At the same time, in a 
majority of the republic’s rayons (about 70 percent of 
their total number) we observe the opposite: the budgets 
exceed state revenues. Substantial resources have to be 
sent there in order to equalize the economy of the 
regions. 


S. Mamedov: Once again, injections in the form of 
subsidies? Would it not be better to take the road that 
has been discussed here—creating in those rayons small 
and medium-sized enterprises and subsidiaries, mainly 
in the manufacturing field, thereby solving not only 
economic problems proper, but also social problems and 
demographic problems of the regions operating at a loss? 
Of course, this will also require resources, but by contrast 
with resources that are simply redistributed, they will not 
disappear like water in the sand. On the other hand, your 
calculations do not take into account all types of state 
revenues: for example, proceeds from foreign economic 
operations, which exceed | billion rubles. Accordingly, it 
is worth giving some thought to broadening the rights of 
regions in organizing foreign economic relations, creat- 
ing local foreign exchange funds, and compiling regional 
foreign exchange balances. 


A. Azizbekov: You have forgotten about the joint enter- 
prises to which the draft of the General Principles... paid 
considerable attention with respect to restructuring the 
regional economy. Joint enterprises can contribute to the 
rapid and effective economic upsurge of a region. More- 
over, they can be created not only with foreign firms, but 
also with enterprises of other union republics, and it 1s 
not precluded that this could be done on a cooperative 
basis. It 1s important to orient such enterprises toward 
meeting the most urgent needs of the republic market. At 
present, for example, the question of a joint enterprise 
for timbering and lumbering is quite acute. 
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Z. Samed-zade: The question of converting cities and 
rayons to cost accounting must be dealt with in a way 
that takes all aspects into account. I agree with Comrade 
B. Karayev: because of uneven development and loca- 
tion of the productive forces, an ineffective structural 
policy, and, I would add, a pricing system that in a 
number of cases was not well-thought-out, some rayons 
of our republic have become rayons operating at a loss 
They cannot be converted to cost accounting all at once. 
Minfin and our other economic staffs should join with 
local soviets in thinking Over and preparing a program 
for financial recovery of their areas, including specific 
deadlines for making up their lag. But until then—what 
is one to do—their losses will have to be financed. 


N. Nabiyev: If today the conception of republic cost 
accounting 1s more or less clear to us, we cannot say the 
same with respect to regional cost accounting. This 1s 
after all a broader term. 


F. Faradzhev: Our task in that respect is to devise a 
well-structured system of regional cost accounting the 
links in which might be all admiunistrative-territorial 
units—from the rayon to the republic. In my view, the 
rayon must be viewed as the primary and lowest-level 
link in that system. 


Z. Samed-zade: And | suggest that the sights of regional 
cost accounting can be lowered still further—to villages 
and settlements. The deeper cost accounting penetrates 
into all the “pores” of admiunistrative-territorial divi- 
sion, the stronger its stimulative effect will be. 


S. Mamedov: It seems to me that it 1s more important to 
formulate the central idea of regional cost accounting 
itself. This 1s a method of economic activity in which all 
the expenditures of the regions, including outlays for 
social development, for administration, are covered 
from their own revenues, while at the same time the 
regions take an active part in building up all-union funds 
on the basis of long-term stable rates. This principle is 
equally applicable to the republics, the oblasts. cities, 
and rayons 


Z. Samed-zade: So, | think we can sum up the results. Let 
us try to formulate the fundamental 
regional cost accounting in Azerbaijan SSR. 


First: cost accounting must in no case result in the 
economic, social. and cultural isolation of the republic, 
but on the contrary it must become a factor for deepen- 
ing and for further development of relations of every 
kind among the fraternal peoples of our country. 


Second: regional cost accounting sets the most important 
task of attaining optimum combination of the interests 
of the republic and the country, of the region and the 
republic, of the enterprise and the branch, of the branch 
and the administrative district. It returns to local soviets 
the powers of true popular sovereignty. 


principles of 
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Third: cost accounting of the administrative district 
must contribute to knowledgeable and optimum utiliza- 
tion of natural resources, to creation of those economic 
conditions and prerequisites for work collectives that 
would make economic activity cognizant of the environ- 
ment the only profitable strategy. 


Fourth: regional cost accounting pursues the objective of 
achieving operation without losses and high profitability 
In Operation of enterprises and branches of the economy, 
of preparing the soil for accomplishment of profound 
structural transformations in the economy, and _ ulti- 
mately of contributing to a rise in the material and 
nonmaterial standard of living of the people 


FROM THE EDITORS. It seems to us that this discus- 
sion has only indicated the basic and key problems in 
regional cost accounting, without detailing the specific 
directions of this effort. As a matter of fact, that was not 
even required; the task of those who took part in the 
round-table discussion was to work out a general concep- 
tion, a single strategy for carrying out the transformations 
that have been outlined in the economy, in the social and 
political sphere, whose objective it is to prepare our 
republic for its entry into a crucial new stage of the radical 
economic reform. We believe we will not be wrong if we 
express the opinion that they seem to have been successful 
in this. The task now is to elaborate on the discussion that 
has been initiated, to discuss the specific questions of cost 
accounting of the administrative district in a meaningful 
way in the pages of BAKINSKIY RABOCHIY: fair 
distribution of resources, definition of the prerogatives of 
the center and the periphery, pricing, the environment, 
losing operations, structural revamping, and so on. We 
invite our readers to take part in a discussion of these 
topics. 


Kirghiz Light Industry ‘Tentatively’ Introduces 
Leasing 

18200365 Moscow PRAVITELSTVENNYY 
in Russian No Y¥, May 89 p 4 


VEST NIK 


lordan, deputy chairman, KiSSR 
Verbkin, correspondent 
the KiSSR Council of 


{Interview with A 
Council of Ministers, by V 
“Not Simply ‘Mass Scale’: 
Ministers’’| 


In 


(Text] “To finish up work on the decree, having reflected 
more widely therein the difficulties of converting to the new 
form of economic management’’—such was the conclusion 
which resounded at the session of the Presidium of the 
KiSSR Council of Ministers, which thoroughly analyzed the 
development of the leasing contract at enterprises of this 
republic's ministries of light, local, and building-materials 
industries. Does this mean that we were in too much of a 
hurry in discussing the problem? It was with this question 
that we began our interview with A. lordan, deputy chairman 
of the KiSSR Council of Ministers. 
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Of course not, he said. The corrections and amendments 
to the drafts of the government decisions comprise the 
ordinary and inevitable consequence of any motivated 
discussion. Though, 1n this instance, it manifested itself 
in the novelty of the subject under discussion, the rather 
low level of information possessed by a number of 
managers concerning the fundamental operational fea- 


tures of leasing. For example, during the course of 


preparing for the session some important officials of a 
certain ministry, in presenting the necessary informa- 
tion, confused the leasing contract with...a collective 
contract! There were also other flaws. None of this 
escaped the atiention of the Presidium members. Nev- 
ertheless, they unanimous!y declared the timeliness and 
the necessity of discussing the practical experience 
gained in introducing leasing relations in the above- 
named ministries. 


What brought this about? First of all, the extremely acute 
need to fill the market with consumer goods. [n our 
republic it 1s specifically these sectors which are the largest 
producers of such consumer goods. During the year just 
past the ministries of light and local industries, as well as 
that of the building-materials industry, implemented a 
complex of measures to convert their sub-departmental 
enterprises to the new conditions of economic manage- 
ment. And this allowed them to achieve an increase in 
their output volumes. But elements retarding these pro- 
cesses have not yet been completely eliminated 


For example, in 1988 the non-production expenditures 
for light industry as a whole amounted to almost 10 


million rubles. Incentives for increasing the output of 


high-quality items are still ineffective. We are likewise 
disturbed by the dependent and even parasitical stand- 
point taken by the managers of low-profit enterprises 
and those operating at a loss, who, just as before, count 
on being “fattened up” at the expense of the leading 
collectives. Leasing enables us to put an end to all this 


We have been convinced of this by the initial experience 
of enterprises and sub-divisions which have converted to 
leasing conditions. Take, for example, the Sulyuktinsk1y 
Brickyard of this republic’s Ministry of Industrial Build- 
ing Materials. By operating under the new conditions 
since the second six months of last year, 1t was able to 
significantly improve its principal economic indicators. 
Here are a few figures. The task assigned for 1988 with 
regard to brick production was fulfilled by 104.2 percent, 
labor productivity rose by 13 percent, and the average 
wage increased by 9.9 percent. This enterprise success- 
fully coped with the state order and the plan for deliv- 
eries in accordance with direct contracts. With regard to 
profits, the plan was fulfilled by 141.2 percent. 


The new conditions of economic management 

blazing a path for themselves 1» light industry. S. il 
beginning of the current year the leasing contract system 
has been in use by the Tokmakskaya Worsted-Spinning 
Factory, which employs more than 1800 persons. And 
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immediately this lagging enterprise felt more contident 
in itself. In January-February the state order and con- 
tractual obligations were fulfilled tor the first ume 
productivity and profits also increased 


Nevertheless, improvement of the economic mechanism 
based upon transferring producer goods to leasing for the 
labor collectives 1s being carried out indecisively. That 1s 
why this republic’s government has recognized as unsuc- 
cessful the organizational work done by the ministries of 
light and local industries. It was noted that they have 
been too slow and inconsistent in ithe 
intra-production tres, insufficient in their study and 
weak in their propaganda of the operational experience 
of the contracting collectives. In with this, 
the leading officials of all three been 
assigned the task of working out a plan of measures for 
developing the leasing contract 


restructuring 


nnection 


sectors have 


Such an approach scarcely signifies a desire to achieve a 


“mass scale.” On the contrary, at the session of the 
Presidium we directly warned the ministers against 
Sliding into a campaign-style approach in this matter, 


collectives against the 
only the 

all the 
rt to the 


against imposing leases on iabor 
will. There is a single principle 
collective itself. after very carefully 
possibilities, should adopt the decison to ¢ 
new conditions. 


at work here 
weighing 


ny 


Beginning in July 1989. the following enterprises intent 
to convert to leasing contracts: the production line of the 
knitted-goods association and ambary factory in Frunze. 
the Alamedinsk Branch of Hosiery and Kerchief 
Association, the Dzhala-Abadskaya and Mayli-Sayskaya 
Garment Factories, the low-profit production facilities 
of the Talasskaya and Przhevalskaya Garment Factories 
as well as several other collectives. It 1s assumed that 
prior to the year’s end a total! of 10,000 persons will be 
employed on leasing contracts in thi \ number 
of enterprises in local industry and uilding-mate- 
rials industrial will also convert t conditions 


the 


5 sector 
the 


L« sing 


In the discussion of this matter, A. lordan continued, it 
was noted with complete justification that the wide- 
spread introduction of the new form o! nomic man- 
agement was being retarded due to the absence of a law 
on leasing. The session of the Presidium took place not 
long before the publication of the Ukase of the Presid- 
ium of the USSR Supreme Soviet entitled “On Leasing 
and Leasing Relations in the USSR.” It, of course, 
removes many obstacles to restructuring property-own- 
ership relations. But legal principles will not manifest 
themselves unless we create reliable economic and orga- 
nizational foundations for the operation of leasing. Pro- 
ceeding from this point, the KiSSR Council of Ministers 
specified a number of serious measures pertaining to 
working Out normative-technical documentation by sec- 
tors, allotting funds for monitoring-and-measuring 
instruments, equipment and materials for enterprises of 
the above-indicated ministries, developing wholesale 
trade in production and technical items. Of particular 


CC ( 
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importance 1s the activity of specialized, republic-level 
banks, which will now be required to to stand by as 
impartial observers, but to serve as active, motivated 
partners of the leaseholders. 


It was explained at the session that the problem of under- 
standing the economic mechanism of leasing relations is 
an acute one for everybody—ranging from the rank-and- 
file laborer to the leading official of a sector. In this 
connection the Presidium of the Council of Ministers has 
assigned us the task of providing a broad-based, economic 
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education for future leaseholders, utilizing for this purpose 
all existing forms of personnel instruction. For starters, the 
KiSSR Goskomtrud [State Committee for Labor and 
Social Affairs] has opened up a cost-accounting center; its 
task 1s to render methodological and practical help in 
introducing leasing contracts. This republic's Council of 
Ministers has founded an Institute tor Upgrading the Skills 
of Management Personnel of the National Economy. The 
initial group from among employees of the Ministry of 
Light Industry and the Ministry of Local Industry has just 
enrolled here for study 
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AGRO-ECONOMICS, POLICY, 
ORGAN! ZATION 


Institute Director on Democratization, 
Agro-Economic Reform 

18240172 Saratov STEPNYYE PROSTORY in Russian 
No 4, Apr &Y pp 2-5 


[Article by V. B. Ostrovskiy, ISEP [expansion unknown], 
APK, USSR Academy of Sciences, doctor of historical 
sciences: “On Democracy and Management/According 
to the Materials Based on Comprehensive Research 
1985-1988" ] 


{ Text] Qualitatively-new relations within the “man-tech- 
nology-nature”’ system accompany production develop- 
ment. An agro-industrial complex, today still in the 
initial stages of development, is appearing and a new 
system of cooperation is being created according to 
Leninist principles 


Working with living nature, with varying and constantly 
changing climatic and weather conditions, the APK 1s 
incompatible with a severe centralized command-ad- 
ministrative management system. This is convincingly 
attested to by the extensive unfortunate experience we 
have amassed. 


The perestroyka that has begun as of yet does not 


radically touch all elements of the old system. The lack of 


consistency and the half-heartedness of the measures 
being taken can destroy the development of the new. In 
our opinion, democratization in managing the processes 
of agro-industrial integration and cooperation must pro- 
ceed in the following directions: 


1. Democratization of property relations. 


Deformations in property which arose as a result of the 
command-bureaucratic system of managing society were 
expressed in the loss of variety of property forms, 
reflecting the interests of various classes and strata, 


social groups and individuals; in belittling the role of 


kolkhoz-cooperative property; in distorting the princi- 
ples of kolkhoz democracy; and in a lack of personal 
responsibility for public property 


The process of eliminating these deformities is proceed- 
ing extremely slowly; many unsolved problems remain 


The historically-unjust inequality between the village 
and the city resident remains in terms of ownership, 
disposal and use of public ownership objects. The village 
resident has significantly less property at his disposal 
because a very disproportionate share of national 
income 1s directed into the village 


Over many years we became used to taking things from 
the village: now the time has come to give back to the 
village and to considerably increase capital investments 
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for the development of village production and the social 
infrastructure, There should be an increased share of the 
cost accounting income of APK enterprises left in the 
Village 


The equality of rights between the state and kolkhoz 
cooperative sectors of the economy is not being sup 
ported economically, Thus, there is a continuation of the 
process of increased cost of the means of production for 
agriculture (absolute sum of annual increased costs— 20 
billion rubles). The differences that exist within the 
economic mechanism of kolkhozes and sovkhozes 1s 
unjustified in terms of payments into the budget, budget 
financing of capital investments, taxes on wages and 
payments into centralized social security and insurance 
funds. Despite proclaiming the principle of indepen 
dence, up until now there still exists a severe regulation 
of economic relations: total confirmed indices for the 
1988 plan decreased in agriculture very insignificantly 
by 6 percent. The right to property for production 
Output, which means that kolkhozes use their own dis 
cretion to sell only that which remains above the con 
tract into the state order account, remains formal 


The characteristic features of socialist production rela- 
tions have been based repeatedly on having each worker 
feel like a manager. Meanwhile, the substantiation of the 
material basis for this feeling 1s more important. It ts 
impossible to place the worker into the position of 
manager without first creating the conditions for his 
participation in the organization of work and without 
giving him the responsibility for it not only in his work 
place, in the enterprise, but also in the country’s econ- 
omy as well 


The operation of small and middle-sized enterprises 1s 
becoming the normal consequence of the development of 
production forces and of production socialization. Con- 
temporary agro-industrial production includes large 
associations as well as flexible multi-variety forms of 
cooperation. The existence of various forms 1s not a 
process of desocialization. Rather, it 1s a type of social- 
ization in new, specific forms of self-administration 


2. Freedom to select economic forms 


Today many new economic forms have arisen, such as 
the agro-industrial combine, firms, scientific-production 
systems, lease contracts, cooperatives and cooperative 
associations. However, we have already noticed cliches 
stereotypes, willful pressure and percent-mania in the 
selection of a particular type of form. We are forgetting 
the bitter lessons of history, which showed that force in 
economic life does not yield positive results 


It would be expedient, for example, for the sake of 
fashion to forget and sometimes to destroy interfarm 
enterprises for the fattening of cattle that have been 
developed and are functioning effectively. Many of them 
have already perished. But it was not because the idea of 
specialization and cooperation by stage 1s fallacious but 
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because these enterprises were also often created under 
influence of fashion, because of orders trom above 
ind without adequate foundation or a deep interest 
partners, Under the conditions of a new 
nomic mechanism these forms of cooperative relations 
can and must be reborn on a new economic foundation 


Lei 


amMone CCO- 


lt would probably be a mistake to break up or separate 
large mechanized livestock-raising farms with the trans- 
ter Of livestock tnto uncoordinated contract brigades 
instead of looking for new torms of labor organization in 


large production organizations 


[he Novosibirsk experience of transforming kolkhozes 
and sovkhozes into a system of cooperatives specializing 
in narrow portions of the technological process is not 


suitable everywhere, It does not change the position of 


the worker, does not make him the manager of produc- 
tion and tetters independence with complex technologi- 
cal dependence. A more reliable means of developing 
irzc kolkhozes and sovkhozes would be to break them 
up into smaller units 


Family contracts and leasing require a thoughtful attitude. 
\s contemporary experience shows, these have faced for- 
malism and callousness within the organization, a low 
conomic level and willful management methods, a blos- 


naterial and moral incentives, the absence of adequate 
in contract relations, and laziness, carelessness 
ind passivity. Contracts and leasing—this 1s 
i return to the anarchism of the small-scale, patriarchal 
isant enterprise but a form of using the advantages of 
production in the interest of economic and 
i! progress. In our opinion it 1s preferable that individ- 
ibor activity, family contracts and leasing be devel- 
ped within the framework of kolkhoz and sovkhoz pro- 
personified forms of organization of public 
ibor. When development has a good foundation cooper- 
ion in a particular type of operation (cooperation among 


naimw#rerence 


1i-SCal 


luctIOnN as 


farmers) becomes effective 

Small and medium-sized enterprises, as world practice 
ows, are not a hindrance to. scientific-technical 

progress. The task consists of equipping leasees and 


collectives with modern small-scale technology, 
» selection of agricultural machinery and inventory, new 
hnologies for small-scale production, pedigree live- 


On Tal 


ck and elite seed. This task 1s being dealt with poorly 
Th yitract and the lease are skidding 

pendence in planning 

t this it 1s impossible to be a manager on the land, 

ible to carry out profitable production. But the 

ith that does not require proof was rejected and 

nues to be rejected, beginning in th: 1930's and 

Inuing until now. Today this idea ‘.as finally been 





ng psychology of egalitarianism and limitation of 
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secured in the Law on Cooperation. In order to imple- 
ment it we must decisively do away with petty guardian 
ship of kolkhozes and sovkhozes and boldly move 
planning from below, However, this is not being done 
yet, 


to 


The plan for APK development continues to represent a 
collection of branch indices. The planning method has 
remained as before. The chase after the for-show fulfill 
ment of the plan at any price continues whereas today 
most attention should be focused on the development of 
conditions for expanded reproduction in every enter- 
prise, Otherwise, as in many previous years, we will be 
chopping off the branch we are sitting on. 


The old content has been put into the new term “state 
order’’—in the form of an order enterprises are being 
assigned that same plan but in a somewhat smaller 
inventory. State orders have actually been transformed 
into state commands. Once again enterprises have been 
assigned about 80 mandatory indices through various 
management channels. 


The main thing that is essential now 1s to give indepen 
dence to kolkhozes and sovkhozes in all directions of 
economic operations. Planning must occur trom below, 
based on the land, on the potential possibilities of every 
enterprise and on competition and weather conditions 
On the basis of the plans created by enterprises, an oblast 
production volume and structure are planned and pro 
posed to the government. 


We studied the effectiveness of planning from below tn 
1988 on an experimental basis in 165 enterprises in 

rayons of Saratov Oblast. Enterprises were given the 
opportunity to independently determine the volume and 
structure of product deliveries into state funds and into 
their own and rayon self-support funds with a consider- 
ation of specialization and the opportunities for intra- 
oblast exchange. This kind of approach enabled us, first 
of all, to improve the structure of sowing areas and of the 
herd, to determine the increase in yield and in animal 
productivity with a consideration of the real possibilities 
for each kolkhoz and sovkhoz and to establish the basi 
tendencies in the development of their economies. This 
turned out to be more effective than dictated planning 


The study results enabled us to make projected calcula 
tions of production in the oblast as a whole. The data 
that was obtained speaks of the fact that there should be 
an increase in the gross production of grain, meat, milk 
and eggs. There will be a change in the products being 
sold in the direction of increasing high-value food 
grain—durum wheat, rye, and millet as well as sunflow- 
ers. The sale of meat and milk to the state will increase 


Simply by increasing specialization of enterprises and by 
making the structure of sowing area and the herd more 
efficient, without altering prices and supplementary 
investments into the development of resource potential 
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the profitablity of agricultural production in the oblast 
will increase to 16 percent as compared to the 1.5 
percent average for 1981-1986. 


4. The right to property for production, 


This right was declared in theory, fixed in legal deeds 
and ignored in practice. Procurement volume was deter- 


mined from above and extended to practically all of 


production, Strong enterprises settled accounts for weak 
ones. The plan of deliveries at any price did not leave 
room tor cost accounting. 


Today the law on cooperation has secured the right of 


kolkhozes to themselves determine the channels for 
selling their products on the basis of contracts with state 
procurement organizations, processing enterprises, con- 
sumer cooperatives or in free trade in kolkhoz markets. 
The wage fund also should not be residual in nature but 
should comprise an economically-based portion of cost- 
accounting income. It would be economically expedient 
to increase the proportion of wages in kind. 


he self-financing fund in each rayon and oblast should 
be mandatory and not dependent on what 1s left over or 
what 1s produced above the plan. The practice of plan- 
ning that has existed up until now has not provided the 
stimuli for expanding local production. Central organs 
reacted rapidly to the increased level of per capita 
consumption in individual regions by increasing the 
percentage of withdrawls from the achieved increase into 
centralized funds. This system of deep zonal differenti- 
ation of prices was retained, making inter-regional 
exchange of products difficult. 


The lack of correspondence between the population's 
demand and its supply with goods is manifested espe- 
cially acutely on the leve! of administrative rayons. 
Planning organs are leaning not on the calculation of the 


demand of the local population and on an analysis of 


sources for meeting this demand but proceed from an 
assumption about the possibility of completely satisfying 
demand by means of their own production. Local organs 


have practically no real influence on the development of 


local food funds. In addition, the previous orientation 
toward the creation of large processing enterprises pri- 
marily in cities complicates the increase of local initia- 


live to Manage commodity resources 


In Our opinion, within the plan for the complex devel- 
opment of enterprises in the oblast (kray, ASSR) it is 
essential to single out the territorial cross-section in 
which the program for providing food to large city 
conglomerates, and on the level with them—to village 
regions, will be implemented. It 1s also essential to utilize 
local possibilities as much as possible and to develop 
state and especially cooperative enterprises for the pro 
duction of a wide assortment of foods for the local 
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population. Local soviets should be given more extensive 
rights to establish the assortment and prices for food 
products produced locally and to organize inter-regional 
exchange of these products 


Solving the problem of coordinating the interests of the 
center and regions is being carried out through the 
extensive utilization of the system of economic norms 
For this we need a more precise determination of the 
content of the categories “union fund” and “repubic 
fund,”’ as well as of the principles for their development 
These funds should be used only to meet the 
food and agricultural raw materials in non-farming 
regions of the country, large industrial centers and spe 
cial consumers, to replenish state insurance and reserve 
funds and for export operations b 


need tor 


These funds must be 
developed via economic methods and by means ot an 
active dialogue between the center and regions. Self 
financing and inter-regional exchange must result in 
territorial cost accounting. 


An important step on this path ts the implementation o! 
the principle of self-financing. It signifies the spread of 
cost-accounting relations not only for simple but also for 
expanded reproduction and presupposes the right 
using cost-accounting income. As of now a ‘m oO 
economic and social guarantees of such economic ind 
pendence has not been created. Higher-standing organs 
using their right to establish norms, collect up to 80-9! 
percent of profits for their own use, which undermines 
self-financing. Thousands of departmental instructions 
orders and commands continue to be in effect, discou: 
aging enterprise. Non-equivalent price 
developed for the products of capital-producing, agricu 
tural and processing branches. 


SVSI 


relations ha 


Two cost accounting models proposed in the lav 

the State Enterprise (Association),”’ do not contain basi 
changes in the financial mechanism of the enterprise and 
do not remove the basic contradictions that have ac 
mulated here. The use of either of them 1s implemented 


with the permission of the higher-standing organ and 
both models do not eliminate the so-called regulato 
financial management of enterprises on the part 
central and branch economic organs. Thus. in a 


dance with the law, “On the State Enterprise (Asso 


tion), the collective can utilize various cost accountins 
models. The greatest difference between them invo! 
the methods for creating a wage fund. However: 


requirement of determining the share of the wage fund in 
the total volume of cost accounting income | 
enterprise prior to final distribution erases the « 
ences between the two models. 


5. Reorganization of the management structur 


Giving kolkhozes, sovkhozes and cooperative orga 
tions full rights in independent production planning 
concluding contracts for the sale of their product 
transition to cost-accounting and self-supporting finan 
ing, inthe development of new integrated association: 
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the form of combines, firms and scientific-production 
systems, in the development of various forms of brigade 


and family contracts and in leasing, and the expansion of 


the rights of territorial organs, especially local soviets, 
will radically alter the place and role of APK manage- 
ment organs. They must make a basic transition to cost 
accounting, seriously change the organizational structure 
and decrease their staffs. 


In building the management subsystem it 1s essential to 
proceed from the interests of primary labor collectives. 
Each subsequent level is assigned only those functions 
which cannot be dealt with at the lower level or can be 
dealt with only inefficiently. With this kind of approach 
primary production links decide what kinds of manage- 
ment organs are needed, what their functions should be 
and what the staff and level of wages of workers should be. 
This is why the management hierarchy that has existed 
until now must be replaced. In principle, for organizational 
systems with all elements having equal rights, a tree-like 
Structure and a hierarchy are impossible. 


For example, as there 1s production integration, the 
RAPO [Rayon agro-industrial association] will be trans- 
formed from an administrative-management organ into 
a cost-accounting production association which will 
include the rayon’s enterprises or it will give its place to 
agro-industrial combines and firms for which the condi- 
tions will exist. Management of these must be transferred 
to the rayon soviet of people’s deputies. 


The oblast agro-industrial committee, having transferred 
the functions of joint and future planning, distribution, 
accounts and control to departments of the oblast soviet, 


must become a service cost-accounting firm made up of 


systems for scientific coverage, for implementing com- 
prehensive purposeful programs (reclamation, environ- 
mental protection and so on), for material-technical 
supply and for village building. 


Union and republic agro-industrial committees must 
focus their attention on scientific development, on the 
implementation of comprehensive purposeful programs, 
and on material-technical supply, including the develop- 
ment of agricultural machine building. 


Within the system of new democratic management an 
important place must be occupied by rayon and oblast 
soviets of kolkhozes and cooperative associations and by 
meetings of members of consumer societies. 


General management of the economy of the rayon, 
oblast or republic 1s being transferred fully into the 
hands of local soviets, their soc1o-economic departments 
and planning and statistical organs 


In connection with the delimitation of the functions of 
party, soviet and economic organs 1t would be expedient 
party committees to focus their attention on the 
development of comprehensive programs of socio-eco- 
nomic development within the corresponding adminis- 


for 


boundaries 
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Ihe democratization of all spheres of public life is a 
condition for the creation on a socialist basis of powerful 
incentives for economic and social progress built upon a 
harmonious coordination of an extensive spectrum of 
interests characterizing the individual, the collective, the 
settlement, the region and society in- general 
Interests,” noted V. I. Lenin on more than one 
occasion, “move the lives of the people’ (Complete 
Works, vol 29, p 82). “Everything for which man strug- 
gles is related to his interests,” wrote K. Marx (Works 
vol |, p 72). Emphasizing the role of interests in the 
activities of people, K. Marx and F. Engels warned that 
any idea invariably disgraces itself as soon as it 1s 
separated from the true interests of the people 


The transition to managing the operations of social sub- 
jects at any level through the management of their interests 
signifies the transition to a qualitatively new type of 
management of social progress in socialist society 
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REGIONAL DEVELOPMENT 


Peasant Farm Movement Progresses in Estonia 


Estonian Peasant Farming 
18240179 Moscow ZEMLEDELIYE tn Russian 
No 5, May 8° pp 12-13 


[Article by A. Voznesenskiy: ““Land to the Peasants” ] 


[Text] At the end of January, the establishment of the 
Central Union of Working Peasants of Estonia was 
proclaimed at the farmers conference conducted at 
Payde. The first three state official documents were 
issued to Estonian farmers right here at the conference 
These documents consolidate within them perpetual and 
free use of land for conducting independent farming 
Thus, in one day, Estonian agrarian reform immediately 
took two major steps forward: first of all, legal consoli- 
dation of land for peasants and individuals was begun, 
and secondly, a parallel agrarian organization which 
represents farmers interests appeared in the republic 


The revival of farmsteads {[khutors] in Estonia began a 
year ago with the adoption of a resolution on individual 
labor activities in agriculture by the CPE [Communist 
Party of Estonia] Central Committee and the republic 
Council of Ministers. At first those desiring to indepen- 
And 
trom 


dently farm turned out to be fewer than anticipated 


this 1s natural since there were no guarantecs 


possible arbitrary rule of local authorities. Later, seeing 
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that this process was not meeting any particular resis- 
lance, statements with requests for allocation of land to 
forming farmsteads began to arrive at the rayon soviets 
of peoples deputies on a regular basis. By 1989, there 
were already more than 100 farmsteads in the republic 
and we can anticipate that their number will increase to 
250-300 by the end of the year. 


Obviously, we must also expect new legal acts both 
legally strengthening and protecting the farmstead in the 
socialist economic system and also guaranteeing society 
that the farmer will use the land allocated to him 
rationally and for its intended purpose. For the time 
being, the whole procedure for acquiring plots of land 
and forming farms on them is based on a resolution on 
individual labor activity in agriculture and on the Fun- 
damental Land Legislation of the USSR and the union 
republics. This, of course, creates definite difficulties 
since both local authorities and farmers are constantly 
clashing with a multitude of departmental standard acts 
which contradict each other. 


We literally cannot understand a sentence from the state 
act on rent-free land use. A farmer obtains it for free but 
throughout the whole term of use will pay a so-called 
agricultural tax. Under the conditions in Estonia, 1t 
totals 40 rubles per hectare. The farmer does not pay the 
tax (they are now preparing a new resolution in which 
this term 1s extended to five years) for the first two to 
three years because establishment of a farmstead 
requires significant material expenditures. It is true, as 
the chairman of the temporary initiative group reported 
to the conference, that financiers and certain lawyers are 
against this benefit for farmers 


According to expert calculations, land management, 
home and farm building construction, equipment acqul- 
sition, cattle, etc., costs approximately 125-150,000 
rubles. A farmer can naturally obtain such a large sum 
for these purchases at a bank. At the same time, we are 
proposing to release him from repaying the loan for ten 
years and afterwards stretch out repayment over 25 
years. Discussion of other loan benefits for farmers are 
ongoing. For example, we are proposing to write off a 
portion of the debt with a significant increase in the 


volume of agricultural output and also with the birth of 


each child. 


As tor perpetual use of land, it 1s really fixed for the 
tarmer’s lifetime and his heirs have priority for land use 
rights with subsequent completion of a formal state 
document. The only condition 1s that they must continue 
farming 


One of the most painful issues 1s: Where and how can a 
farmer purchase modern farm equipment? It was stated 
in many speeches at the conference that without equip- 
ment a farm will soothe nostalgia for the past, but it will 
not be able to make its contribution in solving the food 
problem. For the time being, the farmer purchases equip- 
of course, there 1s any) at a significantly higher 


ment (1! 
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price than kolkhozes or sovkhozes., It ts true that, having 
sold his output at state purchase prices, he can purchase 
for example, a tractor at an optimum price. However, the 
farmer does not like this method too much. Why? 
Probably because kolkhoz and sovkhoz purchase prices, 
as a rule, do not cover actual costs. But the state gives 
them subsidies 


Farmers are placing high hopes on their Central Union 
for help in solving this and many other problems. This ts, 
as written in its Charter, a political and economic 
Organization whose tasks include coordinating its mem- 
bers activities, rendering assistance in production and 
social development of agriculture, and carrying Out con- 
tacts with foreign agroindustrial unions. As a political 
organization, the Union intends to nominate its own 
candidates for peoples deputy, protect farmers interests 
at all levels of administrative and managerial control 
and, at the same time, ensure that farmstead develop- 
ment does not proceed counter to social interests 


Not only farmers can be union members. For example, 11 
is even Open to contract leaseholders. Incidentally, this 
form of farming, which 1s increasingly conquering other 
regions of the nation, has not become widespread in 
Estonia. Here it is viewed as a sort of transitional stage to 
farmsteads, that 1s, to great economic freedom both in 
the selection of the structure of production and in the 
sale of output. “Support organizations,” for example, 
agricultural schools and institutes, agricultural equip- 
ment and land reclamation enterprises, etc., can also join 
the union with deliberative voting rights. 


The union’s working body, the council of commission- 
ers, consists of 49 men. Besides farmers, representatives 
of Gosplan [State Committee for Planning], Gosagro- 
prom [State Agroindustry] and Agroprombank [Agroin- 
dustrial Bank] of Estonia, scholars, and journalists who 
can render real assistance to the development of the farm 
movement at this stage have become members. The 
farmers elected Aldo Tamma, director of the ESSR 
[Estonian SSR] Gosagroprom training combine, chair- 
man of the council and its presidium 


[ think that the composition of the Council proves the 
inaccuracy of the popular assertion that farmers consider 
themselves to be a group which 1s isolated from society 
Obviously, we also should not fear that all Estonian 
kolkhozes and sovkhozes will disintegrate into farm- 
steads in the end and small-scale commodity production 
will reign in the republic. It was unambiguously stated at 
the conference that major farms were and remain the 
primary food suppliers. But at the same time, any other 
forms also have a right to life if they are effective and 
economically profitable. And all the more so in other 
regions 


Thus, Estonia has once again turned out to be on the 
cutting edge of agrarian changes. Really, RAPO’s [Rayon 
Agroindustrial Organizations] came from here and one 
of the first agroprom’s [agroindustries] was formed here 
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Central | Working 
again been the first to cross 


reated the ot 


Estonia has on 


\nd nion 
Peasants 
the intermediate finish line in the competition of ideas 
Why intermediate’? Coordination of farmers’ activities 
does not signify automatic coordination of the activities 
of all of the partners throughout the republic's APK 
[Agroindustrial ( omplex]| or the whole nation’s for that 
itisentirely possible that we will soon 


hay ine 4 


[ heretore 
sto the creation of kolkhoz and sovkhoz 
unions, unions tor for example, the 
union of meat products producers and processors, etc.) 
And fu,thermore, the Agroindustrial Union of Estonia 
And if people in other republics and regions of the nation 


matter 
become witness 
sectors (such as 


will move in this direction (naturally, taking into 
account their natural climactic, economic, and national 
peculiarities), th But we will not outstrip events 


tne first 


agricultural econ 


" 
Oniy 


since step toward a multi-layered socialist 


has been taken 


COPYRIGHT: VO) “Agropromizdat’, “Zemledelive 
1QXY 
ype of Farmer Needed 
IS240179 M M IZVESTIYA in Russian 
1? Apr 89 Morning Edition, pt 


TASS correspondent, Tallinn 


What K { Fa r Do We Need?” } 

[Text] The tirst hundreds of abandoned farmsteads in 
Estonia have tound a second life. Their farmers obtained 
state official documents for perpetual use of the land 
The question has be sharply raised: Which path should 
farmsteads move along under current conditions 

Only along 1 ith of rational specialization.”’ said 
y Eyvbah fident farmer trom the village of Laupa 


I de Ito py f) ‘ding cattle and on milk 
prod ui‘ | 
Yul | Dak 1S ne tne \umber ot milk cows to 
ten and sell breeding bulls to his neighbors. He will raise 
oarse and succulent todd Limself: He will sow his 
fields with grass fodder barley its. and todder beets 
If he now sells approximately 5 tons of milk to the state 
t} gh tl ; farm]. he hopes to raise it t 
iy } 
If tl tpl a tion bi a tola! 
ns la nt ind jual [sector increased itt 
by] k it thanks to managers 
farm peratives, milk and 
eal | it niger rates in the 
pri t 
The t ittle must be 1 
link | } yandry. asserts \ 
| 7 (, agi pt Ty iStat 
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\groindustry| and Minister of the Estonian SSR. “The 
best portion of the milk herd must in the future be on 
farmsteads where cach cow produces 5-6,000 kilograms 
of milk per year. Calculations show that a farmstead with 
80-100 hectares of agricultural land can feed 40-45 cows 


fhe minister thinks that we must support establishment 
ot such tarmsteads in every way possible and he convinc 

ingly says that “Estonian agriculture would attain a new 
level if we have 5,000 tarmsteads raising horned cattle in 
the year 2000." 


Wishes alone are little. Farmers are taced with acute 
issues Of supplying farms with the necessary modern 
[here is not enough milking and retrigera- 
to increase the intensity and 


we need to acquire and use 


equipment 
tion equipment. In order 
culture of dairy husbandry 
computers in breeding work and in planning the use of 
teed. Dairy farms will not achieve qualitatively new and 
higher results in comparison with major farms without a 
modern technical base 

Both the farm manager and the republic minister agree 
on one thing: The modern tamily farm must be oriented 
to production of a definite and most profitable product 
given natural conditions. And not just in any way, but on 
the of the in modern and 
equipment 


basis latest word science 


Family Farms 


40179 Moscow SELSKAYA ZHIZN in Russian 


[Article by S. Kuznetsov, Tallinn: “On Family Farms” ] 


farms have now been 


43.8 million rubles 


family 
Last year 


[Text] More than 300 
created in the republic 


worth of livestock products were produced on this farms 


and the annual earnings per worker reached 61,400 
rubles and was 60 percent higher than the republic 
average indicator! 


f 


[Passage omitted] 


MAJOR CROP PROGRESS, WEATHER 
REPORTS 


Weather, Crops in Uzbekistan Reported 


Late May Weather 


S240192 Lashke SELSKAYA PRAVDA in Russian 

4 Nfay 
[Report by agrometeorologist N. Alesko: “Weather and 
! DS 

Excerpt] Tt stable character of the weather, with at 
mperatt iwWwons and downpours Was not very 
} rat l | l nia 1 VT wth and de elop nt Th 
torrentia . i d the tormation of sol racks 
lepr g plant ¢ tt nd in places preventing the 
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appearance of shoots. In the period of 14 through 20 
May, shoots appeared | week later than usual in the 
crops of the first 10-day period of May. On these 
surviving shoots of the April crop, the first leaves 
unturled in this period (1,5-2.5 weeks later than the 
long-range average), in the southern oblasts, the third 
leaves unfurled (1 week later than usual). Additional 
sowings were conducted as the result of thinning of the 
April CTOPS 


The formation of the second harvest was observed in 
alfalfa fields: in the extreme southern rayons of the 
republic, budding has begun, on dates close to the norm 


Fruit growth continued in fruit cultures; ripening has 
begun in early-maturing strains of apricots. The growth 
of leaf mass continued in the mulberry. Branches were 
pruned for feeding silkworms. Grapes in the south of the 
republic continue to bloom, they began to bloom in the 
central and eastern oblasts 6 days later than usual. Grape 
inflorescence growth 1s under way 1n the north 


Ear formation has begun on the primary sowings of 
winter crops; in various rayons of the central and south- 
ern oblasts flowering has begun. Tillering has ended 
among the spring spikes, and they continue to pipe; a 
lower knotting of the stalks has been observed in the 
early plantings. Flowering has begun in winter cereals on 
irrigated lands, and milky ripeness began in early plant- 
ings, with waxy ripeness in southern locations 


[he 7th to 9th leaf phase has been observed in corn, with 
the 3rd to Sth leat phase seen in late plantings 


A massive burning and desiccation of ephemerals 
occurred Over a great part of grazing territory; it began at 
the end of the 10-day period in the northern areas of 
Kyzylkum, | week later than usual. Strong wind comphli- 
cated the pasturing of livestock for | to 4 days 


[passage omitted] 


Early June Weather 
18240192 Tashkent SELSKAYA PRAVDA in Russian 6 


) 


Jun 89 p 3 


[Report by 


( rops | 


agrometeorologist I. Umnova: “Weather and 


[Excerpt] Cool weather was noted tn the first half of the 
10-day period tn the republic, with air temperatures | -2 
degrees lower than normal; an increase in temperature 
occurred starting 26 May in the majority of the oblasts 
the warm weather (2-4 degrees higher than normal) 
lasted until the end of the 10-day period 


[he increase in the thermal background 1n the last 5-day 
, o® day »mproved the heat supply to the crops, but 
prolonged unstable weather in the spring period was 
the growth and development of the 


pe ee fs 


unfavorable for 


cotton plant, and was responsible for a lack of uniformity 
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and variegation of the crops, and a lag in the pace of 
development. In places, crops were damaged by disease 
and pests. In the first half of the 10-day period, the first 
leat unfurled with a lag of | week in the re-sown areas: 
toward the end of the 10-day period, the development of 
the third leaf began |.5-2 weeks later than the long-range 
average. In Kashkadarya, Surkhandarya, and Bukhara 
Oblasts and the Fergana Valley, the development of the 
fifth leaf was noted in the April plantings during the 
period between 22 and 31 May; in individual early 
preserved April plantings of Surkhandarya Oblast, bud- 
ding occurred | to 1.5 weeks later than usual. The 31 
May height of the cotton plant in the majority of oblasts 
was 6 to 8 centimeters, in the Surkhandarya Oblast, 11, 
in the Kara-Kalpak ASSR [Autonomous Soviet Socialist 
Republic] and Samarkand Oblast, 4 to 5 centimeters 
which 1s 2 to 4 centimeters lower than long-range average 
heights 


Ihe formation of the second harvest continued in alfalfa 
fields: in the central and eastern oblasts, the formation of 
inflorescence began (1 week earlier than usual); 1n south- 
ernmost rayons, there was flowering; in the republic’s 
north, stolons were formed. 


The ripening of cherries and early-maturing strains of 
apricots continued in orchards; sour cherries began to 
ripen. Flowering ended in vineyards in the majority of 
oblasts; 1t began in the northern oblasts. 


The blossoming of the first tomato flowers was noted in 
vegetable plantations, technical cabbage ripeness was noted 
cucumbers budded, and in some locations. flowered 


Ear formation continued in the basic plantings of winter 
cereal crops; milky ripeness was noted in places, with 
waxy ripeness on irrigated lands. 


In a great portion of the territory, pasturing livestock was 
implemented in moderately reduced grazing land, and in 
places, in a semi-Cesert zone, in greatly reduced pasture 
land 


[passage omitted] 


Start-Up of Grain Harvesting 
18240192 Lashkent SELSKAYA PRAVDA tn Russian 
25 May 89 p 2 


[Article by Uzbek Telegraph Agency correspondent Ye 
Velichanskaya: “Grain Harvesting Has Begun ’’| 


[Excerpt] The tarmers of the southernmost oblast of 
Uzbekistan, Surkhandarya Oblast, have embarked on the 


selective harvesting of winter barley. [passage omitted] 


[he sudden cooling in the beginning of May retarded 
grain ripening: this 1s why the harvest began 1.5 weeks 
later than it did last year. Taking this into consideration, 
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the machine operators are allempling to reap in the 
shortest possible period. The editorial board requested 
that specialists of the republic State Agroindustria! Com- 
mittee Comment on this report. This is what they said 
about the state of grain crops in Uzbekistan on the 
whole: 


An extremely unfavorable situation in the branch has 
been developing. The plants are almost | month behind 
in their development. The most recent cool spell only 
exacerbated the situation. The main misfortunes began 
back in autumn, when the winter sowing was under way. 


The end of last year proved to be unusually dry, and thus 
the shoots on the unirrigated lands, where the greater 
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share of the winter crops were located, came late, only in 
the end of December and even January. 


As a result, plants are underdeveloped in all locations. 
They are, at best, up to 40 centimeters high in most 
fields, the normal height being 60 to 70 centimeters. 
Sections may even be encountered where the heads are 
less than 20 centimeters. It so happens that the p!ants are 
already “old”; the formation of heads has been com- 
pleted, but they still have not grown. 


It is understandable that under these conditions fulfilling 
the grain procurement plan is out of the question, as the 
losses are too great. Therefore, it is necessary to at least 
harvest in full the accumulated crop. 
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Restructuring Problems in Cement Plant 
Recounted 

18210017 Leningrad TSEMENT in Russian 
No 5, May 89 pp 2-3 


[Article by I. A. Khodykin, director of the Korkino 
Cement Plant and delegate to the 19th All-Union Party 
Conference: “Problems of Introducing Economic 
Accountability”’] 


[Text] On | January 1988 the Korkino Cement Plant 
converted to full economic accountability and self-fi- 
nancing; preparation for the work had been under way 
since January 1987. During this period standardized 
accounting for production expenditures was introduced, 
the enterprise converted to work under the collective 


contract, and the administration analyzed the state of 


affairs in internal economic accountability. 


‘Economic accountability” 1s not a new concept for our 
plant. The principles, based upon the financial respon- 
sibility of structural subunits for the results of economic 
activity, have been used in all the basic departments. 


During preparation for operation under the new terms 
our enterprise developed and, on | January 1988, intro- 
duced a “Regulation on [ntraplant Economic Account- 
ability and on Full Economic Accountability,” and the 
plant’s main and auxiliary departments were converted. 
A system of indicators—the production of output in 


physical units, NChP [standard net output], volume of 


services in norm-hours, brand-name production, the 
quality index, labor productivity, the standard for form- 
ing the wage fund in accordance with final results, prime 
production cost of output, and the plan for measures for 
introducing new technology and for improving produc- 
tion organization, including the economic benefit—for 
planning and evaluating operating efficiency has been 
established for all departments 


Industrial-production personnel manning and the stan- 
dard ratio between growth of average wage and labor 
productivity; norms for the consumption of raw and 
other materials and fuel and power; and indicators for 
production capacity utilization have been established as 
rating indicators for all departments 


Plan indicators were developed for departments for the 
year, the quarter and the month. Monthly and quarterly 
plans are issued to the collectives 5 days before the start 
of the planning month or quarter, annual plans are 
issued 15 days after the control figures and state orders 
have been received. 


Production relationships between economically self-suf- 
ficient departments are governed by a system of mutual 
claims. Special attention ts paid to fulfillment of the plan 
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for shipments and quality of output, so a system of 
economic-accountability penalties tor nontulfillment of 
the plan and for quality deterioration has been specified. 


Economic responsibility 1s realized by increasing the 
prime cost of the output by the total of the claims 
presented for derelictions in the activity that entail 
interruption in the work of a cooperating department. 
The procedures for formally documenting claims, the 
deadlines for presenting them, the terms for resolving 
disputes that arise over claims, and methods for calcu- 
lating the harm done have been worked out in detail. 


A financial incentive is realized under economic 
accountability for the forming and use of the wage fund 
in accordance with the final results of the plant’s opera- 
tion and the Regulations for Awarding Bonuses to Blue- 
Collar and White-Collar Workers, Supervisors and Spe- 
cialists that have been developed. 


Brigade accountability is a component part of intraplant 
economic accountability. Seventy-eight brigades, or 
more than 80 percent of the industrial-production per- 
sonnel, are operating with the use of economic account- 
ability elements. 


Production plans for the year, quarter and month, devel- 
oped on the basis of progressive norms for production- 
capacity utilization and labor and material resources are 
approved for each economically accountable brigade. 
Norms are given to the brigades only for those types of 
material and power-engineering resources whose con- 
sumption depends directly upon the given collective. 


Substantial difficulties in introducing brigade economic 
accountability have been caused by the absence of an 
authentic accounting for the main types of expenditures 
that would enable the contribution of each collective to 
the overall results of the operation to be evaluated 
objectively and the monitoring of its activity to be 
implemented. 


At present the actual consumption of gypsum, granu- 
lated slag, fuel, clinker and slurry is recorded tn accor- 
dance with laboratory data. The consumption of other 
materials, including raw materials, and  power- 
engineering resources practically cannot be determined 
because the departments have not been provided with 
recording instruments. 


Problems of recording are pressing not only for regulat- 
ing economic-accountability relationships. The plant 
suffers losses because of the poor technical status and 
organizational level of the weighing, monitoring and 
measuring activity and of accounting for the plant's 
material resources. Because of an absence alone of the 
required number of scales for receiving raw and other 
materials and of measuring instruments for steam, air 
and water supply, tens of thousands of rubles are being 
lost 
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The harm caused the enterprise by imperfect accounting 
for the consumption of resources in the brigades cannot 
be calculated, since savings in a department are deter- 
mined in accordance with the results of departmental 
prime production costs, and the overall total is consid- 
ered, while the contribution of each brigade to the 
overall result is calculated in proportion to the amount 
of production fulfilled, in accordance with the econom- 
ically accountable prime production cost. 


With the third quarter of 1987, the plant converted to 
the collective contract. As for any new matter, prepara- 
tory work preceded it. It consisted in calculations of 
standards for the wage and the development of a plant 
Regulation on Use of the Collective Contract, and, the 
main thing, of explanatory measures. The purposes and 
tasks of the new way of organizing work were explained 
to each worker at worker meetings and during studies in 
economic education. 


Work under the terms of the collective contract enables 
labor productivity to be raised and the responsibility of 
each member of the brigade for the overall results of 
brigade, department and plant activity to be strengthened. 


As a result of this, labor productivity during 1988 rose by 
5.4 percent under the new terms and personnel manning 
was cut by 39 persons. 


For the main summarizing indicator—profit, 936,000 
rubles were obtained above the plan and, accordingly, an 
additional 656,000 rubles was deducted into the eco- 
nomic stimulation fund, an augmentation to the budget 
in the amount of 168,000 rubles was obtained, and 
59,000 rubles were set aside for USSR Minstroymateri- 
alov [Ministry of Construction Materials Industry]. 


Only 21.8 percent was transferred into the economic 
stimulation fund from profit. These funds are not ade- 
juate, of course, for self- financing. 


In order to support reequipping and social development, 
the appropriate fund had to be increased by 1.460 
million rubles. Today this problem has been solved—a 
for this amount has been formalized under a 


credit 
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ministry guarantee, with payment of 4 percent per 
annum. But right now we are short 250,000 rubles for 
housing construction and $0,000 rubles for expanding 
the recreation base 


The labor collective’s council decided to allocate part of 
the resources of the material incentives fund for con- 
struction of the recreation center and to finance the 
erection of housing through above-plan deductions into 
the social-development fund. 


Im order to live well and to have means, one must know 
how to work and to count money. | would like to tell 
about the difficulties that were encountered in operating 
under the new conditions and practically sull have not 
overcome yet. It is good that in the third quarter of 1988 
we did not have above-standard reserves of commodity 
stocks, and the enterprise is not paying additionally into 
the budget for funds and labor resources. But things are 
not going so well with penalties: we are paying on the 
level of last year but we are getting much less. Basically, 
claims are made against us for idle freight-car time and 
underfulfillment of the shipping plan, even over the 
railroads of destination. It is true, the final result 1s 
positive: it 1s 57,000 rubles. 


The necessity for reequipping the plant is urgent, and 
social- development matters are severe. 


The first steps in solving the problems posed by eco- 
nomic accountability have already been taken both in 
production construction and in social construction. But 
the lack of real independence and real self- financing 1s 
still restraining our initiative. The standard profit—21.8 
kopecks from | ruble—which remains at the enterprise’s 
disposal is extremely inadequate. Moreover, even the 
state order, which in 1988 was 100 percent of the 
production program, does not help to develop initiative. 


But, nevertheless, all Korkino Cement Plant workers are 
confident that the work experience that has already been 
gained under the new conditions, the labor and techno- 
logical discipline, and the management’s persistence in 
solving urgent problems will enable them to meet the 
planned goals of the five-year plan and the program for 
the collective’s social development. 


COPYRIGHT 


Stroyizdat, zhurnal “Tsement’, 1989 
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Continued Price Controls Justified 
18200371 Moscow TRUD in Russian 21 May 89 pp 1, 2 


[Article by V. Pavlov, chairman of the USSR State 
Committee on Prices: “Prices Will Be Controlled Every- 
where: Response of the Chairman of the USSR State 
Committee on Prices to the Query of Deputy Yu 
Donchenko, Construction Brigade Leader and People’s 
Deputy of the USSR (TRUD, 11 May 89) 


[Text] One of the most acute subjects of concern to the 


entire population of our country today on the eve of 
Congress of People’s Deputies is that of the standard of 


living, prices, and the shortage of goods. The situation 
here has indeed become more tense. In this connection 
the deputy’s query from Yu. Donchenko, leader of the 
complex brigade of the trust “Konstantinovpromstroy,” 
with respect to the problem of the increase in prices was 
quite properly published in TRUD on 11 May 


This question 1s very complex. To make it clearer, I 
would compare prices with the tip of an iceberg. They 
merely reflect the complex deep-seated processes taking 
place in the economy. And this visible ““above-water” tip 
does not exist all by itself but is an integral part of the 
entire economic system. More than that, it 1s completely 
conditioned by it. When a clock 1s fast or slow, the 
problem 1s not the hands but the clockwork itself. This. 
of course, 1s not a very precise comparison but the 
relationship between prices and the state of the economy 
becomes clearer 


Much has been written about the fact that the economic 
reform 1s proceeding with difficulty, at times inconsis- 
tently and full of contradictions. Yes, the economic 
mechanism has not yet been fine-tuned. The drive belts 
and gear wheels frequently operate at odds with each 
other and produce serious deformations, distortions 
and breakdowns of the work. What do I mean? I mean 
the overloaded structure of the economy with an exces- 
sive share on industry in group “A,” the gap between the 
physical and cost structures, the inefficiency of the 
management mechanism, and the fact that wage funds 
are poorly coordinated with rea! produced output in 
physical terrms. Wages are leaving everything behind 
The emission of money 1s continuing. Today about 100 
billion rubles are not covered by commodities. There is 
a huge budget deficit. In short, there is a lack of balance 
in the economy and in the monetary circulation, monop- 
oly on the part of producers. 


What does al! this mean as applied to prices’ The answer 
is Clear: when there is much more money than goods 
prices rise. This 1s axiomatic, an economic law. It is one 
of the main and most fundamental reasons tor an 
increase in prices. And the task cannot be resolved 
without eliminating them through administrative or 
economic measures 
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What should be done in this situation’? There are differ- 
ent opinions. One of them is the foilowing: once we reject 
administrative methods of managing the economy, we 
will have to get used to the fact that prices will be set by 
supply and demand. I have frequently presented categor- 
ical objections to this. Today, in my view, in no event 
can we shift to uncontrolled market prices. It is impos- 
sible to organize a market economy immediately. This 
requires scrious and lengthy preparation. But under the 
Current conditions of the dictates and monopoly of 
producers, the severe shortage, inflation and the huge 
sum of money not covered by commodities, the “free 
play of prices” will lead to an unthinkable rise in these 
prices. 


For this reason, in our opinion, a different path must be 
taken. In the period of transition, it 1s necessary to 
approach the goal of mastering the market from two 
sides: restructure the economy and fine-tune the eco- 
nomic mechanism and combine this work with compul- 
sory, although forced, measures of a noneconomic 
nature, which would make it possible to restrain the 
growing wave of inflation. At the same time, of course, it 
iS Necessary to increase sharply the production of goods 
to restructure investment and monetary policy, to nor- 
malize the economy and to improve the tax mechanism, 
which 1s already being done. Because otherwise the 
administrative limitation of the increase in prices will 
merely mean that there will be no goods at all in the 
Stores and that their sale will be replaced by a distribu 
tion system, which we are already seeing to some extent 
(try to buy a “Zhiguli’” automobile, sugar, etc. in a store 
without a list or coupon). Here, by the way. there is also 
a need for a system and Strict order 


Noneconomic measures cannot, of course, be viewed as 
a normal and permanent instrumen:. But objectivels 
they are necessary at least until the ttme when the 
positive effect of the economic measures begins to be 
elt. It can even be said that the basic task in 
application is not to allow a situation in which the 
economic measures can no longer restrain inflation and 
ensure normal exchange and monetary turnover 


| understand that this thesis \ 
criticism from those who favor a “market economy” and 
fight for “free prices” and see their absence as the reason 
tor the slipping of the economic retorm. But I would 
remind such economists that. for example, 20 million 
people here have an average income of 60 rubles a 
month. And about 2 million people receive a pension of 
30 rubles. They are now living below the poverty line and 
the state must help them. But what wil! happen to these 


people under the conditions of a multiplying of prices? 


evokes spe ldit\ hi rp 


In general, the State Committee on Prices has been 
getting frequent criticism of late. We make mistakes too 
of course. There 1s no disputing that. | remember how | 
and representatives of the USSR Ministry of Grair 
Products sampled some new varieties of bread. It truly 
was very good bread. And we agreed that, in addition to 
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existing varieties, they should issue new ones at new 
prices. But today we must acknowledge that at the time 
we were not able to foresee that in the baking industry 
this in many instances can lead simply to an increase in 
prices because of the backwardness of the industry’s 


technical state. The prices will be new but the quality of 


the bread remains the same. It was precisely such com- 
plaints that were received from consumers... 


One can present other examples as well. But frequently 
the criticism of the USSR State Committee on Prices 1s 
not well founded and 1s even misdirected. They criticize 
us, for example, for the increase in average prices and for 
the contract prices on new goods. But by law the struc- 
ture of the production of commodities is determined by 
the enterprise itself under a contract with trade. The 
state (prior to the reform of price setting) acts only 
through state orders and subsidies. As for contract 
prices, from the very beginning the USSR State Com- 
mittee on Prices was in favor of granting such a right to 
enterprises Only with standard limitations. And I am 
now profoundly convinced that in the transition period 
the contract price must be limited by some framework (by 
the maximum level of profitability, let us say). In this 
respect, it would probably be worthwhile to think about 
addenda and refinements to the Law on the State Enter- 
prise and a number of other enforceable enactments. 


Although some limitations are quite vague, to be sure, 
they do exist. The law states that the contract prices must 
without fail correspond to higher qualitative and con- 
sumer’s characteristics of products. Unfortunately, how- 
ever, the offices for trade and standardization, ministries 
and departments whose enterprises produce such com- 
modities, councils of ministers of union and autono- 
mous republics, and ispolkoms of local soviets of peo- 
ple’s deputies are in no hurry to monitor this compliance 
or to examine commodity samples. The price-setting 
offices cannot take the place of their specialists. And 
besides that, previously our small staff did not allow us 
to deal extensively with these checks. 


I hope that to some degree what has been said explains 
the situation and shows that very often an increase in 
prices and a “washing out” of cheap goods does not take 


place at the will, as they write, of the “bureaucrats” of 


the USSR State Committee on Prices but frequently, on 
the contrary, despite their efforts. Where state price 
discipline 1s being violated directly, of course, our com- 
mittee takes sanctions, confiscates illegally obtained 
profit and demands the repeal of improperly set prices 


By the way, overall confiscations amount to hundreds of 


millions of rubles annually. Not a small sum, it seems 
But we think that this 1s a drop in the bucket. 


If we seriously want to stop the uncontrolled rise in 
prices with the help of still primarily noneconomic 
measures, then for this purpose it 1s necessary to take 
stricter measures. In my view, what 1s needed is a more 
precise mechanism of responsibility for the unjustified 
raising of prices, the “washing out” of cheap goods, etc. 
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This also includes the responsiblity of the managers of 
enterprises, Organizations, ministries and departments 
that make such decisions. They must feel the sanctions 
more tangibly. Today illegally obtained profit is taken 
away from an enterprise but this, as a rule, is in no way 
reflected in the salaries of the director, his economic 
deputy and other workers in management. Thus, in 
practice sanctions do not turn out to be a very effective 
means. This situation should be changed. 


And more than that. At many enterprises, they for some 
reason perceive independence as a situation in which 
anything goes. They are already considering even the 
State order as something that does not have to be 
fulfilled. Here is a spectacular example. For the current 
year, industry did not accept from the state order the 
production of 100,000 sewing machines, more than 
150,000 vacuum cleaners, more than 300,000 washing 
machines, 50,000 refrigerators.... If industry continues 
to act this way in the future, it will be difficult to respond 
conclusively to the question of Deputy Yu. Donchenko 
as to when inexpensive goods will appear along with 
expensive Ones. As we see, there is a shortage of all of 
them. The existing management mechanisms do not yet 
fully allow the proper influence on enterprises so that 
they can increase production volumes, including for 
inexpensive goods. This does not always work even for 
Gosplan. There are no such means of control. But it 
seems that one must have them. Provision ought to be 
made for the precise and specific administrative respon- 
sibility of industrial workers for the nonperformance of 
the state order, the unjustified raising of prices, the 
removal of inexpensive goods from production, etc. 


I do not want, however, to give the impression that the 
USSR State Committee on Prices ts citing general rea- 
sons only. I named the most important factors influenc- 
ing the increase in prices. For it 1s necessary to cure the 
economy as a whole. We, in turn, are doing everything 
that is foreseen by the decisions already made (and there 
are many of them). We will increase our efforts and do 
everything possible to put the price situation under strict 
control. 


In the very near future, the USSR State Committee on 
Prices will send methodological instructions to tnter- 
ested organizations on price-setting questions for the 
output (goods) and services of cooperatives. These 
instructions worked out on the basis of the decree of the 
Government of the USSR on 5 January 1989 are aimed 
at preventing the possibility of raising cooperative prices 
and at establishing the economic preconditions for 
bringing them closer to state prices and rates 


The participation of broad sections of the public in the 
monitoring of prices is becoming especially important. 
Here it is important to achieve more efficiency through the 
extension of glasnost and openness. 








JPRS-UEA-89-024 
25 July 1989 


The USSR State Committee on Prices along with other 
organizations 1s now working on the establishment of a 
single state system in the countryfor monitoring the 
observance of price discipline. This system will include 
state, cooperative and public bodies. Until today there 
were only about 300 controllers in the price-setting 
offices. This is for the entire country and all commodi- 
ties. Could they observe the broad palette of prices, of 
which there are about 25 million? The number of con- 
trollers will now be increased. The calculation is that 
there must be | official controller from the price-setting 
offices for every 50,000 people in the population. But 
they alone, of course, cannot handle the task. It is 
precisely for this reason that worker and popular control 
are being widely used in the work. This is done so that the 
control of prices will become ubiquitous. It is planned to 
complete a national system in the current year. 


But we have already begun a series of large-scale ma 

checks of the observance of state price discipline. They 
are being carried out together with the offices of people's 
control and the AUCCTU in almost all regions of the 
country, including o.. the basis of pointers from citizens. 


The first results show the seriousness of the situation. 
Many enterprises are clearly manifesting group selfish- 
ness and a Striving to receive unearned income by raising 
prices. In the process, they somehow forget that upon 
leaving the gates of the plant the workers themselves 
become consumers. And if all enterprises try to raise the 
prices for their output, then this, of course, will have an 
effect on the standard of living of the entire population 


()ntortunately, workers in trade are also interested in 
high prices—more turnover and higher income. Hence 
the high contractual and temporary retail prices fo. 
consumer goods and the removal of inexpensive prod- 
ucts in high demand from production. The result is the 
development of inflationary processes 


In the course of a check carried out in a number of 
enterprises of the RSFSR Ministry of the Textile Indus- 
try. it was revealed to what kind of useless methods 
producers are resorting to increase profit 


The Moscow Silk Combine “Krasnaya Roza” sold crepe 
de Chine fabric at a contract price of 12 rubles 50 
kopecks a meter. Although formerly this fabric in this 
form was sold at a stable retail price of !0 and a half 
rubles. For last year and the first quarter of the current 
vear. illegally obtained profit and a fine totaling 178,000 
rubles were confiscated from the combine for the budget 


For these reasons. the USSR State Committee on Prices 
confiscated more than a million rubles for the state 
budget from the Moscow Silk Combine imeni Sverdlov 
and more than 6 million from the Moscow Silk Combine 
There are many similar examples 


iment Shcherbakov 
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Or the so-called especially tashionable products. The 
“Tysmenitsa” Fur Association in’ Ivano-Frankovsk 
Oblast sold men’s caps made from muskrat with ear flaps 
at a contract price of 257 rubles apiece as especially 
fashionable goods. A check revealed that the output of 
this association not only does not meet the requirements 
put on especially fashionable products but even exter- 
nally is not similar to the approved standard model. This 
same association and the Ivano-Frankovsk trade firm 
“Odezhda” sold a children’s overcuat made of lambskin 
for 95 rubles, which 1s more than twice the level of the 
effective retail prices for such children’s imported and 
domestic coats. 


We emphasize that all of these violations are taking place 
with the agreement and support of trade organizauions. 


Gross violations of price discipline were also revealed in 
the system of state and cooperative trade 


Utilizing the democratization of foreign economy activ- 
ities as well as the rights granted to establish retail prices 
for new imported goods purchased through commodity 
exchange operations and border trade, several trade 
organizations are simply getting rich by raising prices 
This, in particular, also relates to the organizations of the 
Belorussian SSR Ministry of Trade and Belkoopsovus. It 
is as if there 1s a contest to see Who Can raise prices more 
For example, the management of the Brest Oblast Con- 
sumers’ Union affirmed in December of last year the 
retail price for “Konsul” toothpaste. purchased in 
Poland, at | ruble 50 kopecks, although previously the 
trade management of the Brest Oblispolkom set a retail 
price of | ruble 20 kopecks for this toothpaste. also 
purchased in Poland. But state retail prices for analogous 
kinds of toothpaste purchased 1n socialist ¢ do 
not exceed 75 kopecks for the same 


ountries 


size tude 


Taking into account the fact that such facts were also 
revealed in other regions of the country. the USSR Stat 
Committee on Prices was forced to examine the question 
of depriving enterprises and organizations of state and 
cooperative trade of the nght to set retail! prices for new 
consumer goods purchased in commodity exchange 
operations and border trade 


One would like to hope that the appropriate ministries 
and departments as well as party and Soviet bodies will 
not neglect tate price discipline. whi 
essentially infringe on the pocketbook of consumers 
And. of course, that they will intorm readers of the 
measures taken 


violations of 


SVStem I 


With the formation of a single national 
control and the expansion of the participation of trade 
collectives, public organizations and the population tn 
this work as well as a significant improvement of depart 
mental control, which ministries have now 
left alone 


1 | 


CSsentiad 


there will be an increase in the effectiveness 
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and etficiency of control work. The extensive participa- 
tion of the public will guarantee the inevitable punish- 
ment of violators and that the unjustified raising of 
prices by enterprises will not go unnoticed. Thus, in 
response to the query of Deputy Yu. Donchenko, I will 
say that as early as the current year definite results will 
be achieved in the curbing of uncontrolled price 
increases 


And finally, on statistics. That 1s, on the movement of 
prices, the standard of living and other indicators char- 
acterizing the social position of the population. I am in 
favor of the publication of this information as soon as 
possible. But | must note that the statistical data bank 
now in existence cannot be considered satisfacton 
Essentially only two indicators can be utilized—the 


index of state retail prices (they still call it the index of 


list prices) and the index of actual mean state retail 
prices. Neither reflects the real picture. Here is an 
example: the average price did not change but the quality 
of products worsened. That 1s, the price has actuaily been 
raised but the indicator does not reflect this. 


In recent years, the statistics of prices has not only not 
become broader and more available but has even 
become narrower. | want to believe that these are tem- 
porary costs in the restructuring of the work of the 
Statistical offices and that in the near future the situation 
in this area will be improved fundamentally. The USSR 
State Committee on Prices has to undertake vigorous 
and decisive measures here. Especially since today meth- 
ods have already been drafted for the calculation of the 
rea! change in prices for consumer goods 


Krom the editor's office. Considering the importance of 
the problem, we appeal to our readers with the sugges- 
tion: notify the editor’s office of price increases. On the 
basis of these signals, worker control and the price- 


setting offices will pert rm checks 
FOOD PROCESSING, DISTRIBUTION 


Foreign [rade ( nderdevelopment Affects Food 
Supplies 

IS250183 Me t SELSKAYA ZHIZN in Russian 
/ ] Jun sY nD? 


[A ticle by Aleksandr Ivashchenko. candidate in ec 
World Market: An Agrar- 


nomic sciences: “We and th 


ian Panorama 


[Text] In recent times, many reasons have been named 
which have led to the difficult food situation in our 
country. Some authors believe that foreign trade has a 
negative impact—-both export, which “reduces the 
resources on the domestic market,” and import, which 
“reduces the interests in increasing our own production.” 


+ 


ound myself recently France—one of the 


Having 
world’s largest food exporters, | decided to see how 


| suppl there. Here 1s a 


foreign trade affects the foo 
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specialty store selling cheeses on the Paris Rue d’Amster- 
dam. It sells almost 160 varieties of French cheeses, and 
here too are around 30 brands of imported cheeses 
(Swiss, Italian, English, Dutch, Belgian). At the markets 
there is a huge selection of vegetables and fruits, and not 
only those which are locally produced, but also from 
Atrica, Latin America, Asia, the USA, and Holland. The 
selection includes bananas, citrus fruit, strawberries, 
kiwi, avocados, and early tomatoes—and all at rather 
low prices. In the “supermarkets” one can find food 
products from most countries of the world, including 
also the socialist countries 


After the picturesque abundance in the stores and mar- 
kets, it 1s no less interesting to acquaint ourselves also 
with the dry, but rather expressive, data on France's 
foreign trade in food products. obtained from the Min- 
istry of Agriculture. Since 1978 the country has never 
purchased more products than it has exported, and last 
year its export reached 163 billion trancs, and exceeded 
imports by a record amount—41.6 billion. Processed 
goods accounted for over 61 ol the exports and 
64 percent of the imports, and the rest was comprised of 
raw goods. Grain, wines and alcoholic beverages, meat 
and livestock, dairy products, butter, fruits and vegeta- 
bles accounted primarily for the exported goods. Pri- 
mary among the imported goods were meat and vegeta- 
bles, fish, fodder, and dairy products. But here is the 
curious fact: As the tigures show, France exports and 


percent 


imports food products of practically the same commod- 
ity groups. However, this 1s not an economic absurdity, 
but a means of rational participation in international 
division of labor and effective utilization of the pro 
duced resources for the purpose of saturating the domes 


tic market with different varieties of goods 


A similar picture may be observed in all of the developed 
countries. Thus, the USA 1s the largest food supplier to 
the world market ($32 billion in 1988), and at the same 
time also buys $19 billion worth of food products. Ever 
Japan, which is forced to buy more food than any other 


country in the world due xtremely limited land 


area, exports over $1 billion worth of food products 
Many of the socialist countries of Europe and the PR¢ 
also actively use foreign trade tor replentishing thei 
ood resources as well a ) Ing export supplies 
Thus, in itself, a large food import or export, considering 
world experien innot ft S| red to be some kind 


yf negative phenomenon. In evaluat 


food products, we must take a weighted approach, not t 
rusn to extremities, t onsider its structure. the Vel 
age Ot mport bh port ma iomic etl ! < 
of the operations 

What is the situat ne Ss et uni | his regard 
The fluctuation of the Ountry § foreign trade in foo 
products is ents letermined by imports, while 
exports have been fro it the le of the ea ( 
around | billion rul s worth. Moreover ONSISts to a 
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Significant degree of re-export—purchases made in one 
country tor delivery to another, From the early 70's to 
the mid-80's, imports have increased due to centralized 
Slate purchases to cover actual needs as well as to cover 
shortcomings in the amount and quality of goods pro 
duced by the departments responsible for product man 
ufacture. [he import of a number of important goods 
sugar, and butter reached a very high 
percentage of the volume of state purchases, which 
reflect the supply situation more precisely than the 
production figures. As a result, even moderate fluctua- 
tions in purchases are immediately reflected on the store 
shelves. When imports are reduced, there are interrup- 
tions in supply, and vice versa 


such as grain 


Thanks to the reduction of world prices on food products 
and the measures taken to reduce purchases abroad, food 
imports have declined from 15 billion rubles worth in 
the mid-8O’s to Y billion in 1987. However, last year 
under the influence of strengthening market conditions 
and increased purchases of a number of goods, there was 
once again an increase in import and in the deficit 


\ great imbalance in trade and a totally undeveloped 
export system is one of the primary problems not only of 
foreign trade, but also of the country’s food provision as 
a whole. Due to the trade imbalance, it is difficult to 
expect an expansion of imports of such products as 
flee, citrus fruits, early fruits and vegetables, and many 
Others into our country. The main reason for this state of 
affairs may be seen in that the immediate producer ts not 
interested either in reducing import, or in developing 
xport 


Yet already at the present time there are favorable 
n the USSR for specializing in the produc- 
tion of certain export goods. For example, sunflower 

ed oil 1s one of the most expensive on the world 
Ihe Soviet Union could easily allocate rather 
notable amounts of this product for export purposes, and 
for the currency obtained !t could buy cheaper types of 
oils which may be used for processed margarine and for 
other purposes, including non-food applications for 
vhich sunflower seed oil is currently expended 


| 
possioilities 


market 


biain currency, we may also utilize the seasonal 
character of operation of many of the food industry 
rprises. loading them in the off season with imported 


ils for subsequent export. Thus, often refined 
osts considerably more on the world market than 
Linder these conditions, it 1s expedient to 
e-plan raw sugar on the ‘free’ market, and at 
the same time to sell refined sugar, specifying more 

mote delivery times. The raw sugar could then be 
ito the country, refined, and the refined sugar 
.exported. The currency influx, according to compu- 
cover all the ruble expenditures. 


Latlol A wuld not only 


bring in a sizeable profit 


but would also 
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In regard to a number of goods produced in the country 
but also imported, we could, as we have already pro 
posed, buy above-plan foodstuffs as part of the import 
plan with partial currency mark-ups, This would ensure 
not only a reduction in the expenditures tor import, bul 
also a greater savings On transport expenditures, How 
ever, in a large number of cases, direct export is more 
economically expedient than import replacement 


Ihe available reserve for developing assortment trade is 
practically not being utilized, This is primarily due to the 
lack of correspondence of the interests of the exporters 
producers and the interests of the importer-departments 
as well as lack of flexibility, interdepartmental dissocia 
tion, and a narrow departmental approach. For example 
many socialist countries, in order to replentish thei 
meat resources, opt for the export of more expensive 
varicties of meat and the quality portions of carcass 

and prime cuts, which are valued higher on the worl 

market. Thus, hind quarters cost 2-3 times more than 
front quarters. Beef 1s almost twice as expensive as 
mutton and poultry, and |.7 times more expensive than 
pork. Then they use the funds which have been obtained 
[from these sales] to buy cheaper varieties of meat and 
cuts. The tangible difference in prices allows them to 
increase the supply of meat offered on the domesti 
market, as well as to replentish the budget. Evidently, for 
the USSR, under conditions of a meat shortage, such a 
practice might also be advisable 


We can give examples also for other types of goods such 
as vegetable oils, fodder grain, groats, and cocoa. How 
ever, for this it is necessary to increase the flexibility and 
economic interest of the direct consumers of these goods 
Specifically, the relations of prices for different varieties 
of mutually interchangeable consumable vegetable orls 
under the influence of fluctuations in supply and 
demand on the world market are constantly changing 
The difference sometimes reaches $100 per ton or more 
If the foreign trade organizations were tied down to a 
rigid plan, it would be possible, based on the conditions 
of the world market, to substitute, for example, soybean 
oil with coconut oil, palm oil or “kanola”’, with great 
Savings of currency 


The world practice for times of import and export of 
goods also gives some interesting examples. China 
exports grain after the crop harvest, and imports it later 
as it 1s needed. Because of a shortage of grain elevators 
and storage facilities, Argentina tries to export grain and 
oil-producing crops immediately after the harvesting and 
processing of the seeds. Such a practice 1s applicable for 
countries with a weakly developed storage and process- 
ing base. It 1s significantly more profitable than storing 
the crops under the open sky or in buildings which are 
not adapted for this purpose, which results in disruption 
of technologies, and consequently excessive losses. In 
fact, export in this case represents the sale of those 
products which would have been lost. In the USSR, unt 
the program for building capacities for processing and 
storage 1s realized, the implementation of such export 
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operations would be tully expedient, With a prudent 
rganizauion of the matter and appropriate organization 
transport, the export of such potential losses can 
already today in significant measure cover the expendi 
tures for import of food products 


()] 


Considering the size of our country, it is probably more 
expedient to bring in food products to the Far East from 
and not to transport them across the entire 
lhe currency for these deliveries may be earned 
trom the export of food products from the European part 

ih 


abroad 


OUNLTY 


Oountry 


In order to realize the export potential of the APK [agroin- 
dustrial complex} sphere and its harmonic inclusion into 
the international division of labor, appropriate levers are 
needed. They may include the level of currency deductions 
ind various export privileges, as well as favorable condi- 
tions of cooperation of the APK enterprises with foreign 
companies in the sphere of investment cooperation, and 
special incentives for attracting Western managers, farm- 
ers, and high-class specialists to agriculture, processing and 


storage. It is also important that the immediate producer 
receive the direct effect from such currency stimulation 
Unfortunately, prior to April 1989, the main profits from 
t! «port of surplus [above-plan] food products often 


went to cooperatives and to various mediators, including 
al! kinds of joint enterprises which themselves had not 
xpended any effort for the production and processing of 
these products 


Yet ut would also be unjustified to fall into the othe: 
extremity which has become apparent today—to intro- 
duce excessive limitations and various bureaucratic 
obstacles in the path of agrarian export. Such an 
ipproach may cut at the root the very possibility of such 
development. The optimal solution would be to simplify 
the export procedure realized through all-union foreign 
economic associations (VVQ) such as “Eksportkhleb”’, 
Prodintorg’, “Soyuzplodoimport’, and to create on 
their basis trade houses which carry many kinds of goods 
and compete with each other. These would cooperate on 
voluntary basis or within the framework of intersecto- 
lations, concerns, or other forms of associations 
th kolkhozes, sovkhozes, agrocombines, processing 
‘nlerprises, grain elevators, and transport enterprises 


rial assov 


WwW) 


China, which embarked upon the path of reform 
of the other socialist countries, the main 
rtand import of food products falls to the 
national company tor export and import of 
vegetable oils and foodstuffs. Aside from the 

foreign trade companies, [this national company] 
ludes 42 departments in the provinces and autono- 
rayons which have purchasing centers, ware- 
houses, refrigeration facilities, and transport. This com- 
also has several departments and _ subsidiary 
es abroad, as well as its own fleet and building 


In 
before many 
tion Of expr 
ninese 


PTAINS 


nani 


macitwes 
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An important role in developing export belongs to the 
degree to which producers are informed about the world 
market conditions future 
development of demand and prices, level of prices and 
methods of determining them 
and the search 


Ihe requirements for quality 
possible counteragents, 


trade-political conditions lor the most 
profitable goods and operational variants tor the tuture 
{Ol 


certain specific deals, but also for developing a strategy 


lhis information ts necessary not only concluding 
lor investing in various sectors of agriculture and in the 
processing capacities based on possible tendencies in 


development of the world market 


Ot course, the proposed measures may be viewed only as 
a beginning. For the stable and significant increase tn 
export, in addition to the rationalization of trade and the 
increased effectiveness Of participation in international 
trade, it is necessary to have improved quality of prod 
ucts, increased portion of highly processed products, 
basic changes in packaging and labelling of goods 
increased storage capacities, and improved transport 
Yet it 1s also no less important to overcome that essen 
tially anti-market, command-administrative psychology 
of self-isolation, the isolation of the peasant from the 
world mark 


Packaging Problems in Food Industry Discussed 
18270108 Moscow SOVETSKAYA TORGOULYA in 
Russian No 5, May 8Y pp 4-6 


distinguished RSESR sci- 
docents in the 
Moscow and 
Are 


{Article by Prof M. Bakanov 
entist, and L. Dvoryantseva and N. Nt 
Correspondence Institute of Soviet Trade 
Chelyabinsk: “Packaging: The Problems 
Worse’ 


Getting 


[Text] The prewrapping and packaging of food in small 
containers have often been written about and spoken 
about still more. But the situation has not improved, but 
in many respects has even worsened appreciably 

Back in 1966, plans called for increasing by 1970 the 
Output of prepackaged and prewrapped goods up to an 
average of 50 percent of the total volume of goods 
reaching the retail trade network (meat 45 percent, milk 
77 percent, sour cream 78 percent, confectionery prod- 
ucts 68 percent, noodles 31 percent, potatoes 27 percent 
and berries 28 percent). After this a number of 
resolutions on the issue was adopted at the highest level! 


fruit 
but none of them was carried out 


By 1986, or 20 years later, the USSR State ¢ 
for Statistics reported that the sale of food products in 
light industrial pre-wrapping and packaging amounted to 
a total of only 26 percent (meat and poultry 23 percent 
milk percent confectionary 
products 23 percent) vegetables, and fruit 


ommiuttee 


48 percent, sourcream 2] 


Potatoes 


were not packaged at all by producers. The tndustrial 
packaging of fish. sugar, eggs, and loose dry materials 
(they represent 9, 13, 2, and 17 percent, respectively, of 


the through the retail network) 


, , 
Ot goods solid 


quanti 
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An important link in this chain is industrial 
of toodstutts. These 
culmination of the « 


| VCTVOn¢ 


and wrapping 
natural 
has know! 


industrial enterprises 


long time 


But in 1987 enterprises in the retail and whol 
sectors of the USSR packaged and 
11.5 milthon ot 
percent in the stores 


tons foodstulfs. including 
Ihe packaging otf me. 


fish, confectionery goods and macaront pro 


rolled products, vegetables, and fruit was 


iti 1 Sub 


in stores (74-99 percent). Only gra 


are packaged in considera! 


potatoes 


wholesale trade 


The data the authors obtained by studying 
tion of the packaging of foodstuffs in 
country confirm that it has been ent 


entirely automated at industrial enterp 
matic RRK scales with an output of Y tons p 
DRK-1 with an output of 16 tons per shit 


matic lines with an output of 20-22 tons | 
used to package loose dry materials (fou 
ucts, granulated sugar utomatic equip! 
package salt, butter, s cream, and (lay 


In the packaging shops set up in the dep 
Organizations, semiautomatic equipn 


More frequ 


ind. Cor 


lo pat kage loose dry material: 
all the products are packaged by h 


Organization of! pat kaging In spe | rm 
differs little at present trom doing it in 

the same primitive level 

Ihe reason for this is the extremely v ad 


the unsatisfactory si 


lifficulties with manpower. The needs tor pack 


machines 


wrapping equipment and spar 


fully met at all. New types of equipment 
put into production rapidly. The technical 
equipment does not always meet pr 
ments. The pages of the periodical press have ! 
raised the issue of low quality, lack of ref 
unreliability. The former Minlegpish 
failed to carry Out government assignment 
up-to-date packaging devices and aut 
[he tollowing figures give one an 1 
of packaging equipment to the trad 
wholesale trade of RSFSR there are on 
machines and automatic lines, 256 auton 
automatic scales for packaging lo 
retail trade, the figures are 60 and |.3%84 
tively. In addition, the retail trade sector of R 
46 lines for cutting and packaging de 
] . wholesa!] , trade ther VET RS 
machines for making paper packa 
these figures to the number of wholes 
terprises, it amounts to ext ] [ v\ 
hat st prod are packaged | 
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What is more, analysis reveals the inefficiency of equip 
ment use under store conditions. In Chelyabinsk, for 
example, the coefficient of utihzation of equipment, 
measured as the ratio Of time actually Operated to the 
number of store hours, 1s only 0.38-0.50. The main 
reason for the idle time of equipment is that its produc 
tivity 1s not suitable to the amount of work to be done 


Calculations show that in a supermarket with a sales 
floor area of 1,200 m* a “Darvak"’ A/300 machine for 
vacuum packaging of delicatessen products operates no 
more than 5 hours per day, including the time spent on 
incidental, preliminary, and finishing operations. In 
large supermarkets, other machines have also been 
installed tor heat-seal packaging. Thus, while there is an 
acute shortage of highly productive equipment, it 1s 
standing idle in supermarkets, which results in higher 
Current costs for packaging. 


Another trouble to be added to this is that there 1s a 
shortage in warehouses and especially in stores of space 
specifically set aside for packaging. Few stores have a 
special room for packaging; more frequently these oper 
ations are literally done by hand in cramped and dark 
litthe rooms 


There is the shortage of packaging materials; year after 
year the requests for them are not being met. The 
Ministry for Light Industry 1s not fulfilling assignments 
for the output of wrapping paper and cardboard nor for 
creation of strong new materials, and the Ministry of 
Chemical Industry 1s not fulfilling assignments to pro- 
duce film with a heat-sealing layer and also film for the 
shrink-wrapping of foodstuffs (delicatessen articles 
above all). Failure to supply the necessary containers and 
packaging materials to enterprises 1s one of the reasons 
why the equipment ts not used up to its capacity 


The efficiency of packaging depends in large part, of 
course, On personnel—on the number of packagers, on 
their vocational training, and on the machine-labor 
ratio. It should be taken into account that in the trade 
sector the operations involved in packaging are per 
formed by personnel tn other occupations—sales clerks 
checkers, cashiers, assistant section heads, workers, and 
sometimes even store decorators. Every day 1n retail 
enterprises between 20 and 55 percent of the workers (in 
addition to the packagers) spend 4-5 hours packaging 
It 1s a constructive thing to involve otherwise 
unoccupied packaging. But this is still the 
Strategy for velopment. It would be unques 
tionably better to use a smaller number of packaging 
personnel with professional training who would be oper 


goods 
{ hands tn 


extensive de 


, | ‘ 
ating automatic line 


Particular attention should be paid to the problem of the 


ost of packaging and wrapping foodstuffs. Here again 
industry and trade 


the indicators differ widely betweer 
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We will offer in evidence tigures on the cost of packaging 
certain commodities obtained on the basis of official cost 
calculations of enterprises in Voronezh, Omsk, Rostoy 
and Chelyabinsk (in rubles per ton) 


Flour Rolled Csranulated 
Products Supgal 
In industry 15-25 19-2] 10-15 
At wholesale depots and 20-30 2()-25 15-2] 
warehouses 
In stores 38-4 Y.§() 40-60) 


The conclusion that can be drawn from an analysis of 
these figures 1s that moving the packaging of goods trom 
retail enterprises to industrial enterprises would bring a 
saving Of 23 rubles per ton for flour, 10-29 for rolled 
products, and 30-45 rubles per ton for granulated sugar 
In the country as a whole, the saving for just these three 
products would be almost 100 million rubles (60 million 
rubles for sugar, 20 million rubles for flour, and 19 
million rubles for rolled products) 


The opinion ts quite widespread that the shipment of 
these products from the place where they are produced to 
the place where they are sold 1s far more economical in 
sacks than in small packages (packages weighing between 
| and 3 kg), and that packaging them tn the stores 1s 
more acceptable than packaging done by the producer 
As a matter of fact, the first form of shipment is a bit 
more economical than shipping the packaged goods in 
bundles, cartons, and containers. But that saving 1s 
considerably less than 1s usually thought. What is more 
in the latter case there are appreciably smaller losses of 
goods in shipment. Reduction of product losses alone 
entirely justifies transfer of the processes of preliminary 
packaging and wrapping from trade to industry 


} 


A legitimate question arises: Criven the clear advisability 
and indisputable socioeconomic effectiveness, why 15 1t 
that the processes of wrapping and packaging are ove! 
whelmingly done tn the distribution sphere, not in the 
production sphere, why do industrial enterprises regu 
larly and flagrantly violate the decrees from the highest 
official levels? 


In order to answer that question, we analyzed the pro 
duction cost of foodstuffs at industrial enterprises if 
Chelyabinsk Oblast—a meat combine. dairy 


enterprises of the oblast production administration for 


\ 
COMODO 


baked goods, the bread-baking association, and a pr 


duction association in the confectionery industr Th 
following fact became altogether clear: for industrial 
enterprises, the production of ipped and appropri 


1 /OSINg Operation or is 


ately packaged products 1s eith 
less profitable than producir | ‘nem unpackaged 
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The packaging of a ton of high-grade flour results in a 
loss of 8 rubles, high-grade cottage cheese 115 rubles, 
first-grade cottage cheese 184 rubles, “Coffee” rusks 254 
rubles, “Moscow” rusks 289 rubles, and “Liqueur” car- 
amels 36 rubles 


Alt the same time, enterprises realize profit per ton of 
producing the unpackaged product: 16 rubles for high- 
grade rolled oats, 48 rubles for “Fruit” and “Voronezh” 
spice cakes, 122 for “Red Poppy” candy, 48 rubles for 
‘Aromatic’ candy, and 232 rubles for grade-one beet 


And finally, there 1s no force that could compel an 
enterprise to produce goods at a loss in small packages 
when production of unpackaged goods brings a profit. 
Consequently, wholesale prices have to be regulated in 
such a way that the production of wrapped and packaged 
goods would be more profitable for the industrial enter- 
prises than producing the unpackaged goods. In practice, 
this can be done by a sound division of gross income 
between the producer and retail trade. This 1s achieved 
either by establishing supplements to be paid by trade 
enterprises to the producer for delivery of packaged 
goods or by means of a differentiation of trade discounts. 
This means that lower trade discounts must be estab- 
lished on packaged goods than on unpackaged goods. 


At the present time, additional supplements have been 
established only on a very small group of commodities. 
[hese supplements are as follows per quintal: on pack- 
aged flour and rolled products weighing | kg or more—| 
ruble 90 kopecks; on packaged rolled products weighing 
0.5 kg—2 rubles 70 kopecks: on packaged edible ren- 
dered fats, butter, and butter o1l—6 rubles; and packaged 


cottage cheese—2 rubles. 


But the most acceptable mechanism, we are convinced, 
would not be to establish supplements, but to differen- 
tiate trade discounts on packaged and unpackaged goods 
over the entire product mix. It 1s well-known that trade 
discounts in the former and latter cases must cover the 
corresponding costs for the particular commodity and 
must guarantee an equally high profitability for the 
particular commodity. 


By way of illustrating the basis for such a differentiation, 
a reference point can be taken from the following levels 


calculated by the department for economic analysis of 


ZIST (in percentage of sales) of the cost intensiveness in 
selling the following commodities: 4.3 for packaged meat 
and poultry and 7.8 when it is unpackaged; 3.4 and 5.1, 
respectively, for sausages and smoked meats, 3.3 and 6.6 
for fish, 5.1 and 5.6 for herring, 3.4 and 5.1 for butter, 
4.7 and 6.1 for vegetable oil, 4.7 and 8.5 for rendered 
lard and other edible fats, 5.4 and 7.9 for margarine and 
margarine products, 9.5 and 10.8 for milk and dairy 
products, 4.9 and 6.3 for cheese, 3.1 and 5.4 for eggs, 6.0 
and 9.8 for sugar, 4.5 and 9.6 for confectionery products, 
44.0 and 49.4 for salt, 10.4 and 13.3 for flour, 7.9 and 9.3 
tor rolled products and peas and beans, 8.0 and 12.8 for 
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macaron) products, 18.8 and 2e.8 for potatoes, 12.2 and 


18.1 for vegetables, 9.0 and 11.0 for fruit and berries, 
and 8.5 and 29.6 for ice cream 


We should note in conclusion that a complete solution to 
the problem raised in the context of cost accounting 
(khozraschet) and self-financing presupposes organiza- 
tion of sample calculations using prescribed procedures. 
Calculation of the cost of packaging goods in trade 
enterprises and of distribution costs by commodity and 
commodity groups in general (as a rule on a selective 
basis) is an indispensable condition for correct determ1- 
nation of levels of trade discounts, which should be 
reviewed periodically, and in the establishment of con- 
tract prices and the achievement of true cost accounting. 
COPYRIGHT: Izdatelstvo “Ekonomika’’, “Sovetskaya 
torgovlya’ 1989 
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Confusion Over Rising Prices, Clothing Indices 
18270097 Moscow SOTSITALISTICHESKAYA 
INDUSTRIYA in Russian 4 May &9 p 1 


[Article by A. Kannabikh and M. Yakovleva, employees 
in the working group for establishing an all-union con- 
sumer society, under the “Consumer Rights” rubric: 
“Your Jumper—With a Dirty Trick”) 


[Text] One cannot deny that light industry goods are 
becoming more fashionable and smart-looking. How- 
ever, one also cannot fail to see that prices are growing 
even more rapidly. 


During January 1989 alone, consumers were offered 
goods valued at 52 percent more in contract prices than 
during the corresponding period of last year; those with 
an “N” (new item) index—2! percent: and with an 
“OM” (especially fashionable}—43 percent. The abso- 
lute record belongs to the increase in contract prices for 
the first test batches (“OP”). Their production grew 


almost twofold. 


In order to understand the scope of this “press” on our 
pocketbook, it is sufficient to point out that the cost of 
one-third of the items was significantly higher than the 
permanent retail price. It 1s necessary to note, however, 
that we are primarily talking about goods in mass 
demand, which we use every day, and we know that they 
are frequently in short supply. It is clear from this that 
we do not have any selection and that we must purchase 
items having any index 


Let us say right out that it 1s not easy for the ordinary 
buyer to examine the devices for raising prices, to which 
industry resorts in close union with trade. That 1s why it 
was quite appropriate for the USSR Council of Ministers 
to adopt at the beginning of this year a decree regulating 
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the great number of commodity markings, leaving only 
two indices: “D"—contract prices and ‘““N’’—new item 
several other problems still remain to be 
finally solved 


Howevel! 


For example, the same dresses, jumpers and suits are 
sold in many stores, but it happens that they are sold at 
a different price in one. It is possible to recall a case 
where two identical twin dresses, model No 139 “OM” 
trom the Ivanteyevskiy Knitted Goods Production Asso- 
hung in the Bogatyr store, which 1s on 
Scleznevskaya Street in Moscow; the retail price of one 
almost twofold more than the other. The sales- 
woman had even thought up an explanation: One 1s 
experimental and the other 1s series produced 


ciation 


NAS 


ihe solution, however, is simple: The “OM” index, 
vhich gave the right to set a contract price for it, 
appeared on the dress. Let us again recall that a protocol, 
signed by the representatives of industry and trade, sets 
price for a certain period and the price should be 
removed at the end of this time. They establish but they 
seemingly forget to remove it on time, that 1s, to re-price 
it in a timely fashion 


tne 


If the next time the customer (accidentally!) finds goods 
in a Store, from which the markup has not been removed 
na timely fashion, a scandal in a “‘noble family” begins. 
| rade puts the blame on the factory; and the factory—on 
trade. Commodity managers say: “They did not tell us in 

ne to remove the markup’ and the producers beat 
their chests and try to convince one that they informed 
them by letter or notified them orally. 


[he most surprising thing is that the mechanism for 
reducing prices frequently does not work when the ties 
between production and trade are the closest, that 1s, 
direct—as they say. In such cases, the producers are 
more guilty. However, why do not trade workers come 
out with suggestions to remove the price markup? Per 
haps it 1s unprofitable for them? 


Now, a quite recent case 


Stores in the city of Moscow, especially the Central 
Department Store and store No 46 of the Izmaylovsk1y 
Industrial Goods Trade Organization, were selling com- 


pletely identical jumpers from the Kosinskiy Production 
Association—article “OM” 5201 KS 867 of model 
OM” 899 of 1988—at different prices. The difference 
was almost 20 rubles. They began to investigate. The 


contract price had been set for this model as an “‘espe- 
ially fashionable” item; however, a decision by the 
tic and technical council of the Kosinskiy Produc- 
tion Association (Protocol No 6) removed the “OM” 
index from it on 9 December 1988 and these jumpers 
should have been sold at their regular price from | 


Febru 


ary 
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During bebrual 


eat 


[he store did not mark them down 
March and April 
price. In its words, the management of the I7zmaylovsk 
Industrial Goods 
suspected the removal of the 
followed the periods itself. If it 


they sold the jumpers al highes 


Trade Organization store had nol 


markup and 


had 


had nol 


not been tor t 


intervention of the Buyer's Club. these little items would 
have been sold as betore—al almost twotold more that 
their cost 

Article 20 of the draft of the USSR Law “On Product 


Quality and the Protection of Consumer Rights” stipu 
lates that, in accordance with existing legislation, the 
manutacturer (Supplier) bears economic responsibillt 


for setting prices too high. However, the existing practi 
is such that, when such cases are detected, penalty 
sanctions are used against the guilty organizations and 


the illegally received assets are confiscated for the § 


budget income 


Again, no one remembers the consumer. It seems that he 


has nothing to do with it. However, you see, he has been 
deceived and rudely cheated. First of all, one must returt 
tohim the noney illegally obtained from him—the mor 
so since there 1s already a precedent. Several of thos« 
who purchased Ivanteyevskiy dresses, have heard th 
call of the Buyers’ Club and have gone to the store wher 
their money was returned to them. Today, this questio 
is Still being resolved through the efforts of consume: 
movement enthusiasts. It 1s necessary, however that thi 
procedure become a rule! 

Another thing. Consumer societies are being formed 


the country today. In our opinion, in order to strengthen 


the economic and material responsibility of m: clu 
add the follow 


ers for product quality, it 1s necessary t 

ing words to Point | of Article 25 in the law’s draft 
“Deductions for the benefit of the appropriate society 
are made from the sales of poor quality product 


detected by the society.” 





And now—attention! 
All customers, who purchased a woman's jumper fron 
the Kosinskiy Production Association (the article is 


mentioned above) during February - April of this year 1 
Moscow's stores at a cost of 56 rubles for grade | 
rubles for grade II and who have a receipt, should returr 
to the store where the purchase was made and demand 
the return of the money overpaid 


PERSONAL INCOME, SAVINGS 


ma 


Impact of Proposed Income Tax Law Assessed 
18200356 Moscow EKONOMICHESKAY 4A GAZETA LD 


} 


Russian No 19, May &Y p 13 

[Article by P. Korotkovy Taxes’ How MVM A j 
Pay?”’] 

[Text] As EKONOMICHESKAYA GAZETA has 


already reported, a press conference on drafts of the Law 
on Change in Personal Taxation Procedure and Incidence 
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and on decrees of the USSR Council of Ministers on this 
question was held at the USSR Ministry of Finance. 
Interest in this question is understandable: after all, the 
majority of the population are taxpayers. What was dis- 
cussed at the press conference? 


First of all, the necessity of improving tax legislation. 
Changes in social production and the social sphere and 


the transition to predominantly economic methods of 


national economic management require taking a new 
look at personal taxes. In recent years, there have been 
substantial changes in Soviet citizens’ level of material 
affluence. These changes have been accompanied by the 
broad differentiation of wages and other of the working 
people’s incomes. Cooperative and individual labor 
activily 1s acquiring ever broader development. 


It is important that all this be taken into account in the 
system of taxation particularly because the tax rates have 
essentially not changed for a long time. The projected 
changes do not by any means resolve budget formation 
problems but stem primarily from the need for social 
justice and uniformity in taxation. Personal taxes occupy 
a small share—only eight percent—in budget revenues. 
According to the plan for 1989, for example, they com- 
prise about 37 billion rubles. 


The drafts that have been submitted for public discus- 
sion for the most part concern income tax. Why? As V. 
G. Panskov, USSR first deputy minister of finance, 
noted at the press conference, primarily because this 1s 
the basic type of tax: it comprises 92.6 percent of all 
personal taxes paid into the budget. On the other hand, 
the present income tax system has a number of substan- 
tial defects. For example, there 1s no uniform approach 
to different types of income: taxation modes vary (for 
example, basic wages and earnings from secondary 
employment, the incomes of priests, craftsmen, workers 
and employees, etc., are taxed differently; the minimum 
not subject to taxation and tax rates also vary. Income 
tax exemptions are frequently along occupational and 
regional lines and are not applied uniformly to everyone. 
What is more, the tax system does not take into account 
the real, 1. e., the total annual income of the working 
people. 


What 1s proposed? The published draft shows the inten- 
tion to raise the minimum taxable wage from 70 to 80 
rubles a month for all categories of working people. In 
addition to this, taxes on earnings between 81 and 100 
rubles a month will be reduced by an average 38 percent. 


How many people will be affected by these measures? As 
noted at the press conference, more than nine million 
persons will benefit. Tax rates for most people will 
remain the same. After all, it is planned to retain the 
existing tax rates on earnings ranging from 100 to 700 
rubles a month. Ninety percent of all working people fall 
into this income tax bracket. The draft law proposes 
raising the progressive income tax rates on earnings 
above 700 rubles a month 


The higher rates will affect 
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the incomes of 1.4 million persons. It is impossible to 
disagree with this. After all, persons earning 100 and 
1000 rubles a month are essentially participating equally 
in the formation of budget revenues. 


What impact will the proposed measures have on the 
budget? Because of the rise in the untaxed minimum, 
budget revenues will decline by 195 million rubles. On 
the other hand, the budget will receive about 23 million 
additional rubles as a result of higher tax rates. Thus the 
budget will lose more than 170 million rubles. However 
this will be almost entirely compensated by the rescission 
of income tax exemptions indicated in the draft decree of 
the USSR Council of Ministers “On the Regulation of 
Personal Tax Exemptions.” 


It is also fundamentally important that henceforth it 1s 
proposed to make new income tax rates more universal 
It is planned to apply them to both basic and secondary 
earnings. Taxation will be uniform for workers and 
employees, for cooperative members, and for persons 
working under contract in cooperatives 


The question of taxation of bonuses was raised at the 
press conference. It will also be uniform. At the present 
time, certain bonuses are taxed together with basi 
wages; others are taxed separately; still others are not 
taxed at all. For example, bonuses to persons earning less 
than 100 rubles a month for the production of consumer 
goods, for conserving materials, for promoting inven 
tions are taxed separately from their basic pay. Bonuses 
to wage earners receiving higher basic pay are taxed 
together with the latter. Bonuses awarded by the USSR 
Exhibition of Achievements of the National Economy 
and bonuses obtained on the basis of social competition 
except bonuses involving intraplant competition, are 
taxed separately. 


It is proposed that all types of awards (with the exception 
of the Lenin prize, the State prize, prizes of the LJSSR 
Council of Ministers, prizes of councils of minister 
union republics, and prizes of the Lenin Komsomo! 
which are entirely tax exempt) be taxed together with 
earnings of the month in which the award is paid 


s ot 


The draft law also establishes a uniform taxation proce 
dure for cases where the worker at an enterprise receives 
only an advance and the final reckoning 1s based on the 
results of the performance of contract work or perfor- 
mance for the year. The earnings received as the final 
settlement will be pro rated for tax purposes for months 
actually worked. At the present time, this procedure 1s 
applied only on sovkhozes and at other agriculture 
enterprises. It will now be extended to other branches of 
the economy and cooperatives. 


It is also proposed to extend to members of cooperatives 
the 30-percent income tax exemption that exists for 
workers and employees with a minimum of four depen 
dent children or other dependents. In the past, this 
exemption was granted to only workers and employees 
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All this attests to the tact that a more harmonious system 
of personal taxes 1s being formed. But have all questions 
been solved? I think not 


\s noted at the press conference, the reaction has been 
mixed to the provision of the law regarding income tax 
on authors’ fees. Taxes on them will continue to be 


withheld in the course of the year at the place of 


disbursement. However unlike workers and employees, 
persons receiving honoraria are obligated to submit a 


declaration at the end of the vear on the full sum of 


authors’ fees for the past year. This is because an author 
will often publish or perform the same work more than 
once and in several places but the annual sum of the 
authors’ income has not been taken into account to date 


The tax will be calculated as follows. For example, an 
author receives an honorarium of 6000 rubles in May. 
The tax will, as at present, be withheld at the place of 
disbursement and will total 722 rubles 40 kopecks or 12 
percent (honoraria are taxed at the same rate as for 
annual income). Let us assume that in August the same 
author received an honorarium of 5000 rubles elsewhere. 
Che tax on this sum will be 592 rubles 40 kopecks or 11.8 
percent. Consequently, a total 1314 rubles 80 kopecks or 
12 percent will be withheld at the place of disbursement 
(tor example, a publishing house) 


According to the same procedure, the author will have to 
make a declaration at the end of the year that his total 
honorarium in the previous year was 11,000 rubles. 
Lnder the new rates, the tax on this sum will be 1434 
rubles 40 kopecks, 1. e., 13 percent. On the basis of the 
declaration, the finance organ will notify the author that 
he must pay the budget another 119 rubles 60 kopecks. It 
is not entirely clear how to secure the full accounting of 
the payment of honoraria and how to see to it that 
finance organs are informed on payments received. 


Naturally the question arises: do the proposed tax 
changes affect many writers and artists? Here 1s what the 
, say. Last year, works by 36,450 authors (com- 
posers, poets, prose writers, playwrights) were performed 
in our country. All of them received an honorarium. The 
honorarium paid to 26,988 persons (74 percent) for the 
year was less than 300 rubles while the honorarium paid 
to 187 persons was higher than 15,000 rubles. As we see, 
taxes on honoraria for the performance and publication 
of the works of the great majority of creative workers will 
essentially not change 


Tigi 


But the question was also asked at the press conference: 
why will a declaration of annual income be submitted 
only by persons receiving honoraria? After all, a worker 
and an employee, the member of a cooperative, or any 
working person can obtain income from several places 
In addition to their basis job, they can also work at a 
second job, can work 1n a cooperative, or can engage in 
individual labor activity. And all earnings will be taxed 


72 


CONSUMER GOODS, DOMESTIC TRADE 

separately at the place of disbursement rather than 
aggregate earnings being taxed for the year. Thi in 
result in the unwarranted lowering of income tax rat 


The only apparent solution lies in each working person 


Submitting an annual income declaration that wil! serve 
as the basis for levying personal in tax. This is 
incidentally the practice in most countries in the world 
Of course, this will require an increase in bookkeeping 
work, in the number of personnel in finance organs and 
the corresponding improvement in their skill level. We 
are obviously not entirely ready for such radical tax 


I relations 


tions, the 


reform today. But the sooner we learn to base 


between the population and the state on declara 


more just will our system of taxation be. One ts therefore 
astonished at suggestions at the press conference that 
declarations for all working people be introduced at best 
at the end of the 1 3th Five-Year Plan or beginning of the 
14th Five-Year Plan. It 1s of course also essential to 


provide quite strict penalties for concealing income 


The draft law contains a provision regarding 
tions for certain types of income. While it is of course 
essential to encourage highly skilled labor. this should be 
done not through tax exemptions but by paying higher 
wages if they are justified 


lax exemp- 


The discussion of the draft of the USSR Law on Personal 
Taxation Procedure and Incidence and other documents 
on these questions 1s continuing. As EG h 
reported, the USSR Council of Ministers 
task group headed by V. G. Panskov. USSK first deputy 
minister of finance, for the purpose of examining and 
conceptualizing the opinions of work and 
individual citizens. The edited draft of the USSR 


nas created a 


1! 
COTE? tives 


IW ON 


Personal Taxation Procedure and Incidence must be 
presented to the USSR Council of Ministers by 20 May 
of the current year for submission to the USSR Supreme 
Soviet. The degree to which our future tax system is Just 


will depend on how actively each of us participates in the 
discussion of the draft of this law 


Disparities in Personal Income, Labor 
Distribution Raise Concern 

18270115 Moscow EKONOMICHESKA)Y 4 GAZETA vw 
Russian No 25, Jun 89 p 11 
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[Article by A. Kovale\ Is and 
Beyond the Poverty Line: Ref 


mstat Data’’] 


Why Are Th 


ection 


[Text] Raising the people’s living standard 


key tasks which determines the party's 

characterizes the activities of republic governme 
agencies. and Soviet local governmental bod his 
issue was fundamentally and acutely raised at the Cor 
gress of USSR Peoples Deputies and was ex) tS 


primary decision 
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Average pe! and its correlation to a 
subsistence wage 1S a generalized growth indicator of the 


We can argue about the 


ipita gross incom 


population’s standard of living 
methodology for calculating this correlation, propose other 
calculating formulas, but since we are limited to statistical 
tools which have been adopted in practice, we will proceed 
from data which USSR Goskomstat [State Committee for 
Statistics] has at its disposal at the present time. They are in 
front of you—in the tables presented to the editorial staff by 
our central statistical department 


What first and foremost calls attention to itself? Reduc- 
tion of the low-income portion of the population (upper 
table) and the growth of the number of people with 
average per capita gross incomes of | 25-150 rubles and 
higher in 1988 in contrast with 1980 and 1985. 

From USSR Goskomstat’s data, the result 1s that major 
changes in distribution of the nation’s population by aver- 
age per capita gross income level are associated with the 
transition to economic management methods, with the 
increase of the role of material incentives for labor, and with 
definite ol nterrelation of wages and 
their results during the | 2th five-year plan. And, of course, 
with measures for increasing the subsistence wage of many 
In connection with this, the 
income (wages, pen- 


intensification the 


categories of the population 
population's average per capita gross 
sions, grants, various subsidies and benefits, monetary and 
increased 


other income trom subsidiary small holdings, etc 


in 1988 by 28 percent yntrast with 1980, by 13 percent 
In contrast with 1985, and totaled 143 rubles per month 
Average annual per capit me growth rates of the 
population increased from 2.5 percent in the | 1th five-year 
plan to 4.2 percent in tl th five-year plan. The positive 
trend of reductio! the number of people with incomes 
below 75 rubles per month draws attention to itself. This 
number decreased by a total of nearly 33 million people 
nationwide, o1 1.9 times in 1988 in contract with 1980 
Last year for the first ttme the number of people with 
incomes above 200 rubles per month (17.2 of the total 
population) exceeded the number of people with low- 
incomes below 75 rubles per month (12.6 percent). This, 


on one hand, 1s evidence of the results of the struggle 
with unjustified wage-! ing remuneration and 
improvement of its organization and, on the other hand, 
is evidence of the sufficient high portion of the yOPU 
lation with very small incomes. Practically every eighth 
person in our society has an income lower than the 
subsistence level, which. according to USSR Gosko- 


and Social Problems] 


totaled /®& 


State Committee for Labor 
and USSR Goskomstat 
per month per family member in | 


mtrud 


yWCulations rubles 


ising the 
eded with alarm 


the 
nopulation’s standart 


Phis is why 


and concern at the Congres oples Deputies 
ind urgent and immediate measures tor correcting the 
existing situation we idopted. They are now well 
known and there 1s no need to repeat them here. But 


dt iOOK Into the iu S and reasons for the 


tnere 


is a nee 
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existing situation and to examine those social alogisms 
through which the limit passes which determines the 


poverty line in various regions of the nation 


The level of the people’s material welfare 1s caused by a 
number of factors. There 1s also the sex and age compo- 
sition of the population, natural climactic peculiarities 
of the regions, and both national! traditions and value 
orientations of the population. Territorial division of 
labor and structure of production also play a significant 
role. To one degree or another, each of factors 
torms the level of income and the correlation between 
working and non-working (dependents) members of tam- 
ies. According to Goskomstat data, among the popula- 
tion with incomes below 75 rubies per family member 
per month (and there are 36 million of them), almost half 
are from large families living mainly in the republics of 


these 


Central Asia, Kazakh SSR, or Azerbaijan SSR, a third 
are young families, and a fifth are pensioners 

How do we explain this social fact? Did it appear 
through a sudden discovery which caught our commu- 


nity unaware, or was it predicted on the basis of analysis 


of the economic and social development of mayor 
regions? It was not a sudden discovery. But it 1s not s¢ 
easy to make a simple conclusion about the minimum 
size of average per capita income and its sources. We wil 
not talk about aid to the family here, including to young 
families, or the need to improve the administration of 


msues 
sis of the 


pensions. Decisions are being made on th 
What 1s required in our view Is 
causes of the unsatisfactory correlation 
and non-workers, the level of remun 
spheres of the national economy, and the structure of 


production in a number of republics 


i deeper anai' 
het 


iween Workers 


ation in various 


At the very beginning of the five-year plan, the CPSU 
Centra! Committee manifested concern about the state of 
these republics socio-economic development, the lag in 


1G produc ION yf 


Slan- 


the growth of their productis Mt labor ai 


national income, and increases in the population’: 


dard of living. Even then the causes of economic lag were 
brought to light and steps were defined for their very rapid 
elimination. In its 31 March 1989 resolution, the CPSlI 

Central Committee called work pertormed by government. 
economic, and party agencies of Uzbekistan, Azerbaijan, 
Tajikistan, and also Armenia and Dagestan © PSU Obkom 
in tasking the unemployed portion of the able-bodied 
population with socially useful work as one of the main 
causes as unsatisfactory. The Central Committ ointed 


iS fraught with serious 


out that the existing situation wi 

economic and social consequences. Nationwide in 1984 at 
a time when the average percentage of unemployed among 
the total number of able-bodied p le totaled 10.4 pe 
cent and was maintained at the 1980 level, in Azerbaijan 
SSR. for example the presence of high population 
growth rates, the percentage of unemy d totaled 27.6 
percent, in Tajik SSR—25.7, Uzbek SSI 2.8, and Turk 
men SSR—18.8 percent 

Of course, the concept “unemp!l cal 
‘quivalent to the concept of { j other 
with several children 1s a great w ker. But detailed 
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Study of the reserve of the main productive force in the 
regions investigated showed that approximately three 
million additional people could be involved in social 
production and more than a third of this reserve was 


made up of men not involved with socia! production. 


Another quite impartial side of the issue was also 
revealed: Local party, government, and economic agen- 
cies inadequately mastered these issues and did not take 
proper steps within the limits of their jurisdiction for 
-orrecting the situation. Basically, they 

dependent position. The calculation was done to a great 
degree with the center’s help, understanding, that the 
urn out to be indifferent to the existing 
SayS 11 would “dodge’’—whoever ha: 
it will reduce something in the 


occupied a 


cent - could ne f 
Situation, tal 
something to “reduce 


State budget and trai ster resources 


The center did not remain indifferent. Its help drasticall) 
reduced the acuteness of the problem. And an alternative 
was seen in something else—in the use of local resources 
When there are unemployed people, many enterprises. 
building sites, and sovkhozes experienced a chronic 
labor shortage. Manpower requirements were were very 
often covered at the expense of other areas of the nation 
which were frequently short of labor. As a result, the 
portion of workers represented a minority nationality 
many enterprises of leading 
industry. These are the very 

‘rly taken into account in the 


population is low at 
conditions 


> roh 4 
‘I ror ) 
ra Lil ,] Ui 


republics 


think inion on the unavoidable exclusion of 
women with large families from the social production 
sph is not quite sound. As the inspection showed 
mothers of large families total less than 20 percent ot 


se not employed in social production. More than half 
H them WOU d like to 
cannot find work because in many “wom 


work under certain conditions 
Women als 
en's’ spheres, in sales, consumer services, and delivery 
and, “in the majority of cases,” their places are occupied 

men. And at the same time, forms of 


ment and flexible work scheduling with a reduced 


j _ 
agomesilc 


working day are developing slowly 
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Having examined the issue on assigning the unemployed 
portion of the population to work in socially useiul labor, 
the CPSU Central Committee, already in March 1986 
demanded that republic party agencies take urgent steps 
to correct the situation and required central economic 
departments to render appropriate assistance 


[his issue 1s being constantly moniiored. In September 
1987, it once again became the topic of discussidin ii the 
CPSU Central Committee. And after that, it s \Or- 
oughly studied by the appropriate agencies 


There 1s progress, but obviously 11 could be more sub 
Stantial if the issues were resolved locally with the same 
degree of activity with which they are placed betore th 
the central departments. According to expert evaluation: 
and proceeding from the optimal employmeni level 
idditional hundreds of thousands of people, first of all 
men, can be employed in social production in the repub- 
lics of Central Asia. This is one of the conditions for 
improving the correlation between workers and depen 
dents which allows a substantial increase in the average 
per capita income level and, consequently, the popula 
tion § material security 


r 


[here are possibilities tor doing this. This is also th 

broad introduction of multi-shift modes of operation in 
industry with appropriate professional training of per- 
sonnel and, first of all, of young people, the m«¢ 
persistent and purposeful development of labor-inten- 
sive production, introduction of new forms of organiza 
tion of labor, the establishment of cooperatives and 
leased collectives in various branches of the economy 
(Establishment of] branches of enterprises, small-scal 
production, and subsidiary small-production in vanou: 
populated areas, also including small areas. This 1s al 

more active participation of republic agencies in mon 

toring compliance with time periods for constructing 
new industrial facilities, their branches 
tions, and training for their personnel on-site 


USSR Goskomstat reports: 


Distribution of the Nation’s Population According to Average Per Capita Gross Income 
(Calculations Based on Family Budget Research Data) 


Average Ant Populat Figures 
Mi Peopl In Percentages of the I 
yx{) < 1QYR®& 1Q8 1Q* ~ 
S > . ) 
3 . be ‘ 
) 3 4 » ? | 4 f 
f 54% 14 . 
' 19 § 
) 4 4 
+ eI 5 








JPRS-UEA-89-024 
25 July 1989 76 CONSUMER GOODS, DOMESTIC TRADE 


Distribution of the Nation's Population According to Average Per Capita Gross Income 
(Calculations Based on Family Budget Research Data) 


Average Annual Population Figures 
e 


Millions of People In Percentages of the Total 
1980 1985 1988 1980 1985 1988 
150-175 21.7 28.9 35.0 8.2 10.4 12.2 
175-200 12.5 18.6 23.7 4.7 6.7 9.0 
200-250 10.9 19.0 28.8 4] 6.9 10.1 
Above 250 3.4 11.0 20.2 1.3 4.0 7.1 


Population Distribution According to Average Per Capita Gross Income Throughout the Union Republics in 1988 


Total Population, Including (in percentages) Average Per Capita Gross Monthly Incomes in Rubles 
Millions of People 
Below 75 75-100 100-150 150-200 Above 200 
USSR 285.5 | 2.¢ 15.7 33.3 21.2 17.2 
RSFSR 146.8 6.3 13.) 34.0 24.6 22.0 
Ukrainian SSR $1.3 8.1 16.8 38.5 22.4 14.2 
Belorussian SSR 10.2 5.0 12.9 36.8 25.8 19 § 
Uzbek SSR 19.8 44.7 23.9 22.2 6.4 2.8 
Kazakh SSR 16.6 15.9 19.3 33.7 18.) 13.0 
Georgia SSR 5.3 16.3 17.4 31.6 18.1 6.6 
Azerbaijan SSR 7.0 33.3 22.2 27.3 10.9 6.3 
Lithuanian SSR 3.7 3.6 10.7 34.6 27.1 24.0 
Moldavian SSR 4.2 13.0 19.8 37.3 18.9 11.0 
Latvian SSR 2.7 3.2 9.5 31.8 27.2 28.3 
Kirghiz SSR 43 37.1 23.1 26.0 9.2 1.6 
Tajik SSR 5.( 58.6 20.7 15.5 38 1.4 
Armenian SSR 3.5 18.1 21.5 34.7 16.2 9.5 
Turkmen SSR 5 36.6 23.0 25.8 94 ? 
Estonian SSr 16 3.9 90 80) 95.5 336 


Composition of Gross Income and its Use in Families with Different Material Means 
(Accorcing to Family Budget Research Data, in percentages) 


All Families Including with Average Monthly Per Capita Incomes, in Ruble: 
Below 75 75-100 100-150 150-200 Above 20f 

Gross Income 100 100 100 100 100 100 
Including 
Wages 65.4 37.8 51.5 65.4 70.0 68 § 
Kolkhoz Wages 6.6 11.6 8.5 6.3 5.9 5.8 
Earnings from Social Consumer Funds 13.6 29.1 21.8 13.6 10.2 10.6 
Income from Personal Plots 6.8 13.] 9? 7.0 64 65 
Other Earnings 7.6 8.4 9.0 7.7 7.5 8.6 
Expenditures From Gross Income For 
Food 34 3 $15 427 35.8 31.9 IR 4 
Non-Food Goods 30.4 27.4 992 30 3 39 () 997 
Services 96 8.0 98 10.3 9 | 1g 
Taxes, Collections, and Payments 8.1 3.8 5.7 18 8.6 8 9 
Other Expenses 8.8 8.6 8.5 8.5 9.7 12.0 
Savings x. 0.7 4] 7.3 8.7 13.1] 
The use of income by low income groups of the purposes. Expenditures for food in low income fami- 
population is forced to take on a deformed character. lies in per family member calculations 1s almost two 
Demand for food ts first priority, therefore as a mini- times lower and purchases of non-food goods ts three 


mum, half of the family budget here is used for those times lower than the average for all families 
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Vetroleum Industry Economic Performance 
Detailed 

18220117 Moscow NEFTYANOYE KHOZYAYSTVO in 
Russian No 4, Apr 89 pp 3-9 


(Article: “The Economic Development of the Petroleum 
Industry in the 12th Five-Year Plan”] 


[Text] The last three years of the 12th Five-Year Plan 
have been marked with events reflecting the start of a 
sharp turn in the economic and social life of the Soviet 
people. As was noted at the meeting of the USSR 
Council of Ministers held in January 1989, due to the 
effect of the transition that has begun to primarily 
economic methods of management, and the conversion 
of associations, enterprises and organizations to full cost 
accounting and self-financing. positive shifts are noted 
n the national economy 


The overall situation in the social-economic sphere, 
however, remains complex, and the processes taking 
place are ambiguous and contradictory. The proper 
Stability was not ensured in the development of the 
petroleum industry. Scientific-technical progress 1s being 
implemented slowly, resource conservation has not 
become a decisive factor in satisfying the consumption 
of physical resources and a rapid growth of wages as 
compared with the increase in labor productivity 1s 
ybserved evervwhere 


Ihe processes taking place in the sector were examined 
in detail at an expanded joint session of the Collegium of 
the USSR Ministry of the Petroleum Industry and the 
Presidium of the Central Committee of the Trade Union 
of Workers 1n the Petroleum and Gas Industry 


In 1988 the volume of extracting petroleum with gas 
condensate in the USSR was 624.3 million tons and ts 
the maximum tn history (29 million tons more than in 
1985). Some 4,048,000 tons of petroleum and 3.7 billion 
cubic meters of gas were extracted above the plan. The 
increase in petroleum extraction was mainly provided by 
the regions of Western Siberia, where in 1988 415 
million tons were obtained, which is 47 million tons 
more than in 1985 


lhe oil and gas extracting enterprises of the Komi ASSR., 
Bashkiriya, Tatariya and several other regions worked 
The introduction of new principles of economic 
operation improved the resuits of the activity of most of 


the sector's enterprises. 


stably 


rhe expenditures per ruble of commodity product were 
million rubles of above-plan profit were 
the shortage of internal tixed capital was 
eliminated, the reckoning with the state budget was 
completely fulfilled, penalties and fines were reduced 


j ‘ 
‘duced, 990 


ind the 


number of planned-loss enterprises was reduced 
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by 35 percent. As compared with 1985, labor productiv- 
ity in industry rose by 6 percent, in drilling—by 35 
percent, and in construction—by 20.9 percent. Assign- 
ments to construct wells, utilize capital investments and 
to produce gas refining products, consumer goods and 
agricultural products were fulfilled. 


At the same time, serious shortcomings are noted in the 
cost accounting activity of the sector’s enterprises and 
Organizations. It 1s precisely to reveal the reasons tor 
them and ways to accelerate the sector's social-economic 
development that particular attention was concentrated 
on the report made by V.A. Dinkov, minister of the 
Petroleum Industry 


The State order for 1988 for petroleum extraction was not 
fulfilled by 7 out of 44 oil and gas extracting associations, as 
the result of which 3.5 million tons below the plan were 
undersupplied. Among these enterprises are the Varegan- 
neftegaz, Sakhalinmornefiegaz, Azneft, Stavropolneftegaz 
Arktikmorneftegazrazvedka, Tadzhikneft and Kirgizneft 
associations. An additional assignment for centralized sup- 
plies of petroleum was underfulfilled by 1.2 million tons. 
including 2.8 million tons [sic] by Glavtyumennettegaz 


The main reasons for nonfulfillment of the plan by the 
Vareganneftegaz PO [Production Association] are the 
serious errors in determining the resource base and the 
discrepancy between the rates of preparing new reserves 
for the planned level of petroleum extraction and the low 
degree of confirmation (approximately 68 percent) of the 
industrial reserves. Geological-prospecting work in the 
association 1s done with an insufficient number of pre- 
pared structures. The systems of development adopted 
do not properly take into consideration the special 
features of the deposits 


Inadequate geological study and lack of detailed seismic 
research substantially complicate the conditions of 
development and drilling. At some projects gas caps, oil 
fringes and zones characterized by low oil saturation and 
absence of collectors, not noticed before, have appeared 


The operation of the available wells 1s unsatisfactory, as 
is the compiling of the completely unthought-out, low- 
efficiency geological-technical measures, and the lack of 
their fulfillment has often led to an unjustifiably sharp 
decrease in the daily levels of petroleum extraction, 
which placed not only Glavtyumenneftegaz, but the 
entire sector in a critical position 


The reduction in the extracting possibilities was contrib- 
uted to by the unsatisfactory organization of the PPD 
[maintenance of reservoir pressure] system at the Var- 
eganneftegaz PO. Because of the lack of calculation. 
centralized recording of the water pumping and extrac 
tion was not ensured. At some sections, as the result of 
an excessively large volume of pumping, the bed pressure 
far exceeds the original, which complicates the repair 
and drilling operations, and at others. on the contrary 
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the wells are being operated with a bottom hole pressure 
lower than the saturation pressure, and this ts often with 
the aid of UETsN [not further identified] 


As the result of the insufficient exactingness of the 
geological services cf Glavtyumenneftegaz, the associa- 
tions and planning institutes, the efficiency of the capital 
and routine repairs of the wells is very low, the measures 
outlined are not carried Out, and there are many repeat 
repairs. The level of technological discipline in drilling 1s 
low. For the Vareganskiy UBR [Dnilling Administration] 
alone, |7 percent of the wells turned over in 1988 proved 
to be defective. 


The SibNIINP [Siberian Scientific Research Institute of 
the Petroleum Industry] and the Nefteotdacha MNTK 
[not further identified] failed to make a thorough anal- 
ysis and did not issue recommendations to establish the 
proper order in working the deposits. Glavtyumennefte- 
gaz did not take major measures to correct the critical 
situation that had formed, and in 1989 the Varegannefte- 
gaz PO is not fulfilling the State order 


[he Azneft PO did not carry out the measures necessary 
to improve work with the available wells, renovate the 
field facilities and increase the efficiency of the drilling 
work. The Stavropolneftegaz PO considerably slackened 
work on utilizing and preparing capacities for gaslift ol 
extraction. [he deposits of the Sakhalinmorneftegaz PO 
did not achieve the required rates tor developing the 
PPD system, thermal and other methods of affecting the 
productive levels. The Arktukkmorneftegazrazvedka PO 1s 
only slowly carrying out construction of o1l field facili- 
ties, and year-round petroleum extraction 1s not ensured 


ihe directors of many associations have not fully uti- 
lized economic methods of management. are not doing 
the specific work necessary at the subdepartmental 
enterprises, and have weakened the effect on the pro- 
cesses taking place 


The minister analyzed the use of the potential created in 
the sector and the existing capacities. In 1986-1988 the 
available wells alone rose by 37.500 and constituted 
189.500 wells. With respect to the situation on | January 
1989. on the whole for the sector, 470 
Standing idle, which 1s three-fold less than at the begin- 
ning of the five-year plan. It 1s impermissible, however 
the many above-norm at the Nuizhne 
vartovskne.tegaz, Novyabrskneftegaz. Varcgannettegaz 
Komineft and Sakhalinmorneftegaz PO io stand 1 
is emphasized here that the repair capacities of Glavtyu 
mennettegaz make it possible to launc 
ill the above-norm wells standing idle, sin 
of wells falling to a single repair brigade 
at Bashneft 11 Tatneti—S6 and Surgutneftegaz. 


operating under the same conditions, 59 well: 


oil wells were 


for wells 
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()n the average for the munistry the betw da 
period in | IX*H-| YRS increas d D Tf Gavs ad | Nad x4 
days, but at many associations it was lower than crag 
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tne lengiznettegaz, 


and 


particularly at \zneft, Embanett 
Turkmennett Sakhalinmornettegaz PO [he 
between-repair period at the Nizhnevartovsknettegaz 
Krasnoleninsknettegaz Stavropolneftegaz PO 
decreased as compared with 1987. For comparison data 
was presented concerning the fact that in the FRG, wells 
equipped with metal-gauze-asbestos gravity filters and 
splitter filters and centrifugal bottom pumps, have a 
between-repair period of 4.5 years. and in the | 
States the gaslitt weils a, maritime bases have a between- 
repair period of 5 years 


na 
aiid 


nited 


For many years the institutes and technological service: 
of the associations have virtually tailed to take up the 
problems of creating equipment and technology for 
hydraulic break-up of the bed, as the result of which the 
volume of this highly efficient work totaled 300-350 
operations in 1988. Hydraulic break-up of the beds 
carried Out in conjunction with the Frakmaster firm a 
the Yuganskneftegaz PO, increased the output of 
wells, which before this had been practically idle, b 
15-20 tons a [he Bureniye NPO [scientific produc- 
n with the Nette 


day 
tion association], in conjunctic 
MNTK, proposed studying the development of materials 
and technology to produce efficient deep-penctrating 


hydraulic break-up in the amounts necessary for the 


sector 

[here 1s hardly any association, ex ept for the neit 
and Krasnodarneftegaz PO, that 1s not studying si 
tracking when repairing wells. To perform this work 
Instruments and cutting devices are worked Out and 
devel ped DY production but this technolog permit 
ling the operation of wells to be reyuvenated without 
large capital investments, has not me into widescale 
use 

[he proper attention is not being paid increasing the 


wells through dr lling horizontal shatts along a 
n the Bashneft 


m long. which 1s still 


output of 
productive bed. Only 
drilled with a horizontal shaft 74u 


PO has a well t 
in the developmental stag: 


a small amount of work 1s being done on stean 
cyclical and steam-gas treatment 


deposits with highly viscous o1! 


Q)niy 
t h "CT madly ? 
1 WeCrS Sp lally di 


' t TY y t ’ 
For StCdM-pPaS iTea 


ment, the Soyuztermneft NPO has worked out a s 

‘quipment and a Drakon portable steam-gas unit. the 

utput of which was organized at its experimental plant 

The Nefteotdacha MNTK and P© wer mmiussioned 

to accelerate widescale use ot this promising method 

As before. there is no solution to the problem of pi 

ng tt lector properties of a bed during the pri 

and secondary exposure, although low-cla yMpositions 

yn a polymer base, inert-emulsion solutions, f 

tems and other special fluids and technology | Y 

worked out. and their use ensures a p | [ he 
ntion of the associations has he 1 te 


need to intensify wo! 


exposing beds. since mo 
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reserves difficult to recover and wells with low initial 
yields are being and will in the future be introduced into 
the development. The .crease in the latter makes pos- 
sible a substantial rise in the efficiency of using the 
extracting Capacities created. 


In 1988 the assignments for the production of gas 
processing products were fulfilled: by 101.9 percent for 
ShFLU [not further identified], 105.8 percent for com- 
pressed gases, 133 percent for stable gasoline, 110.8 
percent for ethane and 105.8 percent for helium. At the 
same time, out of 21 plants with a planned capacity of 
39.7 billion cubic meters, only 5 are fully loaded, and the 
rest are underloaded due to a lack of raw material. Many 
GPZ [gas refining plants] will not achieve the planned 


level of liquid hydrocarbon extraction. Problems of 


organizing the production of propane-butane and stable 
gasoline are being solved slowly. Work on converting 
motor vehicle transport to gaseous fuel 1s being done at 
low rates 


Available reserves are noted at the enterprises 
Glavtransneft: efficient use of the capacities of the 
pumping stations and the |inear part of the petroleum 
pipelines, particularly the product lines of Western Sibe- 
ria to the Volga area 


[he report also examined problems of improving the use 
of the equipment of machine building plants through 
increasing the shift work, efficient operation of indus- 
trial transport and reducing transport costs by 15-20 
percent 


[he minister dwelled on the problems of utilizing capital 
investments. It was noted that in the sector, as before, 
the amount of one-time construction and newly begun 
projects 1s large 


The petroleum industry, including the country’s fuel- 
energy complex, 1s a capital-intensive sector of the 
national economy. The capital investments, as the result 
of the deterioration of the mining-geological conditions, 
are constantly increasing, which requires a search for 
methods of efficient utilization of capital. This 1s partic- 
ularly important under the conditions of complete self- 
financing 


Although on the whole tor the sector the volumes of 
unfinished construction remain within the normative Ii 

its (59 percent), in 1988 they rose by 3.8 percent. Some 15 
associations permitted an increase in the volumes of 
unfinished construction, and among them: Tomskneft—by 
1) percent, Komineft—by 15 percent, Grozneft—by 15 
percent, Glavtransneft—by 16 percent. At some associa- 
tions and organizations unfinished construction exceeds 
the norm by a factor of the Embaneft PO by 197 
percent, Glavmash plants—143 percent, the Grozneft PO 
\t the same time, in forming the plans foi 


|. S-2 


by 124 percent 


of 
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Capital investments without sufficient foundation and 
technical-economic estimates, the directors of the enter- 
prises require their increase, which often leads to lengthy 
construction periods 

Overstatement is observed in the estimated cost of 
construction, as the result of using expensive structul 
and of inefficient transport systems, unsubstantiated 
conclusions in the plans for various auxiliary structures 


and often of calculating errors 


In 1988, according to the results of expert evaluations of 
185 technical-economic substantiations and plans, the 
overall estimated cost reduced by 13.8 percent 
According to expert evaluation, these plans overstated 
the expenditure of metal and pipes respectively by 
49, 400 and 26,000 tons, of cement by almost 96,000 tons 
and of chemical drilling reagents by 26,00¢ The 
estimated costs were unjustifiably overstated tor practi 
cally all the plans appraised by experts. This indicates 
that the anti-expenditure mechanism 1s not yet operating 
in full force and not all the purchaser-associations and 
planning institutes are taking a serious and responsible 
attitude toward working out the planned solutions and 
meeting the requirements of increasing the economi 
effectiveness. Otherwise, how can one explain that, f 

example, for the plan of developing section III] of the 
Fedorovskoye deposit at the Surgutneftegaz PO, fulfilled 
by Giprotyumenneftegaz, the board of experts redu 

the estimated cost by 18 percent, of section II of the 
Kalamkas deposit (KaznIPIneft}—by 40 percent 
the wells of the Yuzhno-Yagunskoye 
Kogalymneftegaz PO (BashNIPIneft) by 19 percent 


Was 


tons 


nN 


deposit Ol 


[he quality of the planning-estimate documentation has 
not substantially improved. The plans incorporate obso 
lete technology, unverified technical decisions and fre 
quently hurried and unreliable schemes 
tokneft, VNIPIgazpererabotka, KazNIPIneft 
Soyuztermneft Scientific PO Issuc poor 
quality technical documentation 


( sprovos 
and the 


continue to 


As the result of the muscalculations in th 
planning, project completing and work organization b 
Sic CTLC Re CTCradvOlKd e engizneitepaZ an 
Glavneftegazpererabothk th Teng tte 

Prikaspiyburneft associations failed to ensure the intr 
duction the first 


gizskoye deposit in 1988 


perm tted 


of underway complex at the | 


It was noted that each institute has a scien 
section, which 1s obliged to prepare and 

issuing of planning decisions coming uy he w 
level. According to the estimate of the Main Scientit 
Research Administration, however, only 3 per f th 
developments of the sectorial institutes come up to tt 
level 

[here 1s also a great deal of underdevelopm 
formation of contract prices, which begins at th ig 
drawing up the planning-estimate documenta ne 
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‘S July 1Ysy 
avon wi he contracting organizations, The 
oclavions and planning organizations often have an 
[ DO ble attitude toward the formation of contrac 
j .» 
le, no search is made tor local building materials 
u lf efficient transport systems, Quite often 
does not need doing 18 incorporated in the 
suimal As a result, after the contractual 
1 introduced, the construct has 
iS¢ { percent, and tor the field work 
Cll i PCreelht 
Particu 21 ense 1S permitted in transport ship 
ts, the proportion of which, for example in Tomsh 
imen oblasts, exceeds the cost t the Duilding 
iaterials by 60 percent. The speaker emphasized that 
ion Of factors made more expensive arth 
| xisting system of price formation and the 
tablishing of construction cost in the future 
lep w fundamental ind precisely the trans 
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compared with [Yes 


actually reduced t 
committed at ¢ umennettega 


Krnett, et 


WET 
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[he planning institutes had the task 


rial consumption in planning the projects, includ Ul 
Well! t\ i) percent According aa Stima nov 
‘ver, The CONSUMPLON increased | | 1 
driiling enterprises actual! gd 

sumption by | percent 

In 1986-1988, the footage per bit 1 

percen Kt Ul same time, the technical 

drilling in the USSR are lower than the | Late 
indicators. For example, in the United 

ft constructing extractive well =f h 
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lo tollow the logic of F. Salmanovy, that is just how it 
should be done. He has such an enthusiastic attitude 
toward petroleum export, which yields “five-fold income 

Despite the fact that it would seem that the respected 
geologist, who has exhaustive information on the condi 
lion of reserves, should cast doubt on the advisability of 
selling petroleum in such great quantities. It would not be 
irrelevant to note that the primary petroleum-producing 
countries, in spite of their enormous proven reserves 
conduct a policy of preserving their own resources since 


their value will grow in the future 


Exporting petroleum while importing foodstuffs and 
machine-building construction—this is the legacy of the 
“era of stagnation.” In our view, it could be justified only 
as a forced measure, and is by no means acceptable as a 
fundamental factor for our economy. However much we 
want to believe in a “fairy tale,’ we must be aware that 


ENERGY 


petro! um resources are finite. From this tollows th 
for rauiona and CCONOTT I ulllization Of luel and 
resources, not unrestrammed increases in ex ton 


At least take a problem such as the depth of peu 
I | 
processing. Unfortunately, according to this ind 


are interior to the de veloped Countries 4S a resull 


enormous quantily of crude oil goes tor fuel o1 


many years we justified this by the existing § 


the energy econom 


But how then should the graph of urpius heat 


production,” which has appeared in reports at 

times, be understood’ 

Increasing the depth of processing to 80-90 percent 
is completely attainable, will allow a great increas 

yield of light refinery products, which cost 10 or 
times more than crude oil. And the demand for then 
decreasing, but grows. It seems that such a patl 


earning hard currency 1S far preferable for us 


WumMmM 


\ AW | 


more 
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ISSK [rade tl nions Debate Autonomy Within We will note right off that the AUCCTI 
USSR Framework right, if, of course, the question 1s submitt 
V/ PROD KUSSIQ)? i SY consideration, not to adopt this provision of Ul 
nian trade unions program, as it COntrad tI 
of the USSR Trade Unions. Natural! 
1 political afttairs writer Vladimir has the night to adopt any other 
; M vy. ‘The Mat Will Ou 
| personally, being somewhat pedan 
Published in the weekly LIVETUVOS PROFS the first solution, in any case, until the ex 
\YUNGOS (LITOVSKIYE PROFSOYL ZY) was the pro changed. I think that a more balanced proj 
ram of the initial actions of the restructuring of Lithuania’s the one about revising the Chart Pthe USSR 
trade unions, which had been adopted at the joint plenum of Unions, inasmuch as there 1s sense in th 
the republic's council and committees, which took place on independent approach to problems and, ind 
the eve Mav Dav. [passas mitted] lew administrative solutions possess the q 
versal suitability for any local cond 


\ Viea if Independence 
It will be useful, perhaps, to recall that t 
during the perestroyka process, alread 
' IS TO I day, has taken a greater number of re: 
f ns [ if t. It protection oO] the workers nteiest' 
onal Mag PPINg ON trade union organs have. It is also | 
place of | ul 1 republic flag the portion of national income tars 
iccident that a constituent congress tion, which has been increased 
public movement, redinstve AUCCTU, and about th idsid 
. \ nterbalance to Sajudis, took Inexpensive goods tor child: | 
What about the rumors’ What about the AUCCTU has submitted t it 
Nn barely mentioned the fact that regarding the procedure fi 
dg Ty ( il I I the ioltION OT So-called Diack 
vord, without b Rd I { l and No. sts and other 
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In my opinion 

a CONCESSION LO 
iS intrinsically 

worker, it 


pressures him 


It is necessary 
illustrated by R 
communication 
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are ClCUl 
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Supporters regarding 
not yust economic indepen 
n the republic and this can not be 


is trade union workers in thei 


[ put a direct questions to | 
chairman of the Lithuanian Republi 


OuUNnCHI 


sixth point of the adopted program 1s 
Indeed, internationalism 
the trade unions. To the 
what kind of bureaucrat 


one trom the 


ntormals 


centel 
the plenum, this thesis was 
the republi S 
She 


the proposal regarding the trade unions 
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workers trade union committee 


having the right to suspend the decisions of the stat 
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pic [he communications work 
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tfer? Then 
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And, in my opinion, all the 
Or another of the points 
Lithuania’s trade unions. | th 


was 100 percent correct when h 
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or the first time are data concerning the 
orkers and office employees, aS well as 
the population as a whole, by the amounts of wages and 
apita incomes received; such information was for 


[his data 1s 


erly not accessible even to specialists 


extremely important and = necessary tor = scientiti 
research. At last we can gain a picture of how many 
people in the country are receiving low, middle, and high 
wages, and what is meant by the very terms “low 


middie-, and high-income tamil) 


c 


yr person.” 


Ihe collection presents a picture which 1s fuller than 
sual of the social characteristics of the population; it 
vides a gradation of the working and non-working 
population, as well as data withing these gradations 
bout pensioner: pupils and students. Cited 
yr the first time is data about the absolute amounts 
apita incomes of the families of workers and 
employees, as well as kolkhoz members, including 


Women 


and rural information, along with data about age 


atifying that information has appeared 
amounts of actual consumption of food 
goods in the families of workers 
ikKhoz members in specific terms 
apita basis, and 
were leveled out) 


LABOR 


In short, it may be said that this new collection. of 
blank 
financial, Commercial. and other 


Statistical maternal has begun to till in many 
spots” in economi 


practical information 


We would like the positive tendencies manifested in this 
collection to be strengthened in its subsequent editions 
It 1s important that events and facts be not simply 
registered but also compared with our plans, forecasts 
and norms, that they contain a qualitative appraisal 


It would be a good thing to deepen the so. al picture of 
our life, particularly with regard to women, , outh, and 
young families, as well as children, all the more so in that 
the statistics organs conduct investigations of these cat 
egories of the population, and they have the necessary 
materials at their disposal 


We should also, most likely, give some thought to 


making sure that the information about the life style 
consumption level, and income of various social strata of 
the population allow us to study the problems systemat 


ically. Together with this, we need to know how, for 
example 


members, and other occupational groups live. Or how 


miners, writers, leaseholders, cooperative 


wages and incomes are changing tor persons who have 
converted to new torms of economic management 

It makes Sen sé I return ) Statistics the inde f 
wages as one of the most important o 


level of the | VIN Standal is undel 


economic management and tt 
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Per Capita Aggregate Family Incomes of Workers, Office Employees, and Kolkhoz Members’ 
(Based on materials gathered from investigations of family budgets) 
O74 190 )& ) be 

\Vcrage per Capila aggregate income of kolkhoz members 

1 percentage of that of 
vorkers and office employees A 

nN particulal 

industrial workers 63 ( } i 

khoz members 92 97 10 YY 
187 the number of persons with average per Capila projects, | out of every 4 enterprises activated, & out of 
comes exceeding 100 rubles a month grew by a factor every 10 units of equipment manutactured fail to meet 
{ 1.4, compared to 1980, while those with incomes workplace health and safety standards 
xceeding |50 rubles grew by a factor of 1.9 


Footnote 


|. Aggregate family income comprises the sum-total of 

monetary and physical (in monetary terms) incomes 

rom state and cooperative enterprises and organiza- 
ons, from kolkhozes, private, auxiliary farms, as well as 

payments and privileges obtained from public consump- 
yn funds which are counted in the family budget 
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Improvements in Social Insurance Needed 


80142 Moscow EKONOMICHESKA YA GAZETA in 
Russian No 22, May 89 pp 17-18 
I view with Valentin Dementyevich Roiko, candi- 
date of economic sciences, head of the sector for working 


ditions of the Scientific Research Labor Institute, b 
V. Ge ‘The New Points of Support of the 
Social Insurance System”; date and place not given] 


lovachev 


20 percent of people who quit in the 
; industry and 25 in construction do so because 
the working conditions. One 


rvery Veal 


re dissatistied with 


f every four illnesses 1s caused by poor working 
this 1s equivalent to losing 250 million man 
words, it 1s as though | million workers 


alists, the direct expen 


ind compensation and also the losses 
I iné¢ lisability, pe 
’ ft bad workings in 
, , 


It 1s paradoxical, but a fact: those immense economi 
losses which the economy incurs because of design 
deficiency have practically no effect on the onon 


condition of collectives of developers and manutactur 
of equipment 


[Golovachev] Yet in this area we presumabl » no 
have to “reinvent the wheel’? Surely, it 1s possible and 
necessary to borrow many elements of foreign experi 
ence. In recent years, the U.S. Congress, for example, ha 
taken up a number of bills to tighten the responsibility of 
ms manufacturing equipment in order to guarant 
lth and safety standards for the consum ne of 


hem proposed establishing the maximum amount of the 
tine (if a healthy worker 1s injured) at $100.0! 


bill entitled 
loss incurred 
an settlement n case 


serious mutilation or loss of a breadwinner. th 


Another 
recover the 


ihe injured p 


Similal 


trom the manutactu 


designers in out-of-court 


has the right to obtain a lump-sum addition 


[Roiko] I am convinced that no oppo 


proposal will be found in our country: a pe 
nomic ieve! would pe set in motion And 1 
guarantee the financial liabilit ind m 
designers and manufacturers to produce truly 1 ind 
safe equipment. It 1s surprising " 
Gosstandart. the latter with it n 
local leve shy away trom ti 
u USSR G } 

{ é I r 
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exist al present. [he work of agencies for expert evaluation 
should have been assessed long ago with respect to the rate 
of reduction of production of such equipment. I am con- 
vinced that there would have been far less conformism 


{Golovachev] But the tact that working conditions are 
not taken into account in the design of equipment seems 
to be only one aspect of the problem. Another is the 
present system for managing benefits and compensation 
for work under such conditions. If an occupation, say, o1 
a production operation happens to be on a list that 
qualifies tor benetits, the worker does get them. Regard- 
less of the actual state of the working conditions at 
particular work stations. EKONOMICHESKAYA 


GAZETA has already written about the harmfulness of 


this practice, incidentally, and I will not repeat it... 


[Roiko] I agree with the newspaper’s article. The present 
system not only does not encourage work to improve 
working conditions, but on the contrary, it motivates 
enterprises to “preserve ™ adverse conditions. After all, 
this affords them the basis, if they do not give particular 
thought to making work stations healthy, to obtain 
benefits which ultimately come from the state budget 
(paid for also by those who do not file for such benefits) 


[hose are the roots of an apparent paradox—as the 
outlays increase for improving working conditions, why 
is 1t that the number of workers receiving benefits 1s 
increasing? Today, they are going to half of the workers 
in industry. Total expenditures for benefits have more 
than doubled over the last 10 years in our country and 
amount to about 13 billion rubles per year 


(Golovachev| In spite of such a glaring contradiction, at 
the last trade union congress there was a glowing report 
yn improvement of the working conditions of 15 million 
workers during the [Ith FY. But then the question 
arises: Why has there not been a drop in the number of 


ynditions’ The congress did 


those working 


not YT \ le an ex ion lat point 


1d mentor 


LABOR 


I think readers would be interested to know how the 
funds are formed for social insurance 


{Roiko] The procedure is simple. All enterprises without 
exception transfer money at the rate of between 4.4 and 
14 percent of the wage fund into the social insurance 
fund of their trade union organization. If more funds are 
transferred than is required to pay for those on “sick 
leave,” then the remainder goes along the “chain” of 
branch trade union committees to the AUCCTU. If an 
enterprise does not have sufficient funds, then the supe 
rior trade union committee provides additional funds to 
the one at the lower level. That 1s, the workers of 
enterprises seek “their own’? money only in “exchange” 
for sick leave certificates. Disability pensions, occupa- 
tional diseases, and preferential payments are all 
financed from the center. And the most amazing thing 1s 
that the rates of insurance deductions do not depend in 
any way, I repeat in no way at all, on the state of working 
conditions in the particular production operation 


It 1s interesting that in the advanced countries the social 
insurance system 1s closely related to the level of working 
conditions in production. The rates of deductions for 
social insurance are regularly revised and depend on the 
degree of msk involved in working at a given enterprise 
the number of cases of accidents, occupational diseases 
disability, and other causes. lhe better the working 
conditions, the lower the rate of the deduction 


Many people are probably also interested in the specif1 
procedure for forming insurance deductions in those 
countries. For all the differences, the scheme 1s as 
follows. First of all, the deductions for social insuranc 
are built up separately for each worker hey consist 
the resources paid in directly by the workers then 

by the employer, and by the state. For exampl 


Worker's Deductions, Relative to Wages, in percentage 


yf Benefits 
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} chev] Bu nino Wh COU I 11, We 
4 nteresting experience ) this respect k in the 
. nd thirties. Indeed, the procedure that was i 
I was far more pri Ihan t pI nt on 

Roiko] Very well, let us think back. Legislation had at 


at time established differentiated rates of insurance 


ributions and schedules for different enterprises and 
conomic operations as a function of how dangerous and 
rmiu product on was. Some production operations 
d a preferential schedule. Enterprises that partly 
red their own workers were given lower insurance 


\ achev| What did al nat YOK K ) numerical 
[Roiko] The normal insurance rate was I¢ percent of 
he wag ind the preferential rate w 10-14 percent 
yr those who were partially covered at the normal rate 
veen 6.6 and Y.1 percent of the wage, and fo! 
ose Who were partially insured at the preferential rate 
t was veen 4 ind 5.8 percent 
Cy vact It woul em that we could even borrow 
( lements of our own pa xperience. Just take the 
( eratl s | le editors receive quite a few letters from 
VO] tors about social insu deductions. Here 1s 
t tt It social insuran fund re credited to 
) ylast id on coun writes S. Aledort of 
hen for those cooperate vhose principal job 
‘ il 1lerpl Lnos funds al wasted Ou See 
} bia rac u t he pensi 
r b \ 1 | Dp ‘ ryvining c 
{ } } t +) ' , \ } { tit 
( r t} 
’ 


838 


TO i chiet of the 


from L. Yege 


social security of USSR Minti | \ 
payment schedules, she reported 

working conditions, hazardousne: ind 
production. The main thing that I 

[he high st rates are practicall' 

lowest. The profitability of the brancl iS Ihe Da 
the revision and increase of th t 


[Roiko] The rates probably d 
all, the lack 
conditions and social insurat 

What is more. h 


of a close relations! 


ils purest form 
lished tor entire branch trade union I 
every one of them includ l 


different working conditi 


Ke yolovachev! I even asked | at , 

that. Her answer came dow 

dictions do actually exist 

[Roiko| The procedaul ut dee 

Insurance fund is a simp! ) ; 


does that simplicity give us a! 


they understood this as far back a 

the theoreticians of social insut 
lettenborn, wrote in her boot | 
strakovaniye™ [Soviet Social | 


wav back in 1929: “A uniforn 


IS appealing bec 


hardly be implemented in 
when we have exchange and rk 
CGysolovache S k 
ito} l if 
} 1e\ 
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Ruslan Aviation Firm Created yffers to transport the most varied air ca 
S’GOTS4 NM Ww PRAVITELSTVUENNYY LEST NIA Bulanenko. “One of them—trom a West 1 ; 
ns \f Jp? quite unu It is mach g equIpI 
itlk ) tons, packed 1n a Nuge Metal Contain Man 
Article by V. Vernodubenko, TASS correspondent-— Other interesting and profitat Hers Could als 
pecially for PRAVITELSTVENNYY VESTNIK: “The mentioned, Doth Irom the Dusiness world the W 
Ruslan \ Reliable Firm” ] ind from Soviet ministries and departments. The f 
wo Or S nave alread d i 
th St poweriu pi [ Ar 
[ext] The designers of the CKB [experimental design Mrivya, created at our OKB. The new air giant | p 
bureau] imeni O.K. Antonov have had this idea—creating external pods, which make It possiDie 1 nt 
an economically independent aviation firm at the Kiev only heavy, but also simp USIZ( 
VMiachine Plant—for several years. They predicted the 
sphere of activity and the transport volumes, and pains- If necessary to perform some majo! ler, U 
takingly calculated the possible expenditures and reve- attacn all the subdivisions of the design Du 
nues, including those in hard currency. After examining verted beginning this year to economic account 
the substantiation, the USSR Council of Ministers gave vell as all the airplanes at its disposal, i JIns 
the appropriate orders. odern high-speed craft as the AN-74, which displ 
‘ inding flight jualit s during t ‘ . 
In accordance with this document, the economically \ntarct The OKB 1 d 
accountable firm will render transport services for inter supplementing its finar S 
national airlines, under contractual conditions with Aero- 
flot and foreign companies. Transport will also be imple- It would appear that th . 
mented for our country’s national economy. They decided the new d R 


to call the new firm “Ruslan”, after the AN-124 airplane, 
developed in Kiev. 
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OKB imen O.K 
Antonoy \n 
on the fuselage has been created within its walls——trom 
that widely known multi-purpose long-time resident ot 
the skies, the An-2, to the An-225 ““Mriya’ heavy-litt jet 
aircraft. The achievement of good takeot! and landing 
properties tor the aircraft with maximum reliability of 
design and simplicity of theaircratt for the operating 
onditions has been deemed the chief mission of the 
work of the collective. These qualities, in our opinion 
are characteristic of the An-72, a representative of a new 
generation ol transport aircraft, It 1s intended tor the 
transport of cargo and people 


(iver the 40 years of existence of the 
a whole family of aucratt with the letters 


The creation of the An-72—a new class of aircraft 

required that the design bureau perform a great deal of 
planning and experimental research betorehand on the 
acrodynamics, design, technology and systems of th 
new plane along with the creative ulilization of experi 


ence eccumulated over many years 


Efficient high-lift devices and an enhanced thrust-to 
weight ratio make it possible to operate the An-/2 trom 
short airtields (runway lengths of just 600 meters) and 
unequipped aprons. The original design of the landing 
gear struts combined with low-pressure air-filled tires 
provide for the reliable operation of the An-72 aircraft 
on soft dirt, gravel, ice and snow airfields 


The configuration of the power plants over the upper 
surface of the wing provides for a marked increase tn 
lifting power through the airflow over the wing in the 
area of the center-section flaps from the exhaust-jet gases 
of the engines (the so-called ““Coanda etfect,”’ discovered 
in 1Y10 by the Rumanian aerodynamic engineer and 
designer Henri Coanda). The first use of this method of 
raising the bearing properties of the aircraft, new to 
domestic aircraft construction, required the caretul 
development of parameters for the whole “engine 
wings—flaps” system on test stands and in wind tunnels 
The most advantageous parameters were found as the 
result of intensive inquiry 


This configuration also practically rules out extraneous 
items getting into tue air intakes of the engines and 
considerably reduces the noise level both on the ground 
and in the cockpit. Even when the engines are running 
the noise level 1s so low chat the pilots converse without 
aircraft intercom devices. This is important for the crew 
which has to fly for many hours running 


The An-72 1s a multi-purpose aircraft. It can be used for 
the transport of cargo of up to 10.5 tons (the possibility 
of dropping cargo by parachute has been envisaged), as 
well as tn ambulance and other versions 


[he cargo version 1s the basic application of the aircraft 
The dimensions of the loading door and the cargo bay 
provide for the shipment of cargo in containers, bales or 
barrels or on skids, as well as towed and self-propelled 
lhe cargo door 1s of an original design and 1s 


vehicles 
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the tail of the tuselaee. The hateh 


opening is closed by a ramp that lowers to the ground 


located in section 
and serves as a loading ramp for various cargo, and 1s 
rolled under the fuselage tor the dropping of cargo by 
parachute or the loading of the aircraft trom a truck 
This hatch design has been patented in the United 
States The lifting 
and movement of cargo is accomplished by a ceiling 
gantry ? SOO ke [kilograms] 
and on the roller tracks of roller equipment 


West Germany and other countries 


crane with a lift capacity of 


lhe pressurized compartment of the aircraft can be used 
to transport 58 people, On-board seating folds out and 
makes it possible, when stowed, to use the aircraft in 
other vithout hindrance 
system creates comfortable conditions at all altitudes up 
to 10.000 meters 


11 000 meters 


versions The air-conditioning 


The practical ceiling of the aircraft ts 


Ihe maximum range of the aircraft with a full load of 
fuel 1s 5,000 
km/hr 


km, and the cruising speed is 5 


The An 
lions and navigationa: equipment that provides for high 
precision in automatic control on the flight path and in 
landing approaches under difficult weather conditions 
day or night. The increased fields of from. the 
cockpit, increased informativeness of the instruments 
and functionally well-thought-out disposition of system 
clements provide for piloting under conuitions of au 
helds with limited dimensions and takeoffs and landings 
at steep trajectories. Outside visibility from the cockpit 
corresponds to the best foreign analogues 


2 is equipped with modern radio-communica 


VICW 


World records—maximum altitude of 13,410 meters 
altitude in horizontal flight of 12,980 meters—were set 
by test pilots M. Popovich and S. Maksimoyv on the 
An-/72 in 1983. In 1985 test pilot S. Gorbik set a world 
speed record for aircraft of this type: the An-72 
a speed of 601.8 km/hr on a two-thousand-kilometet 


loop flight 


reac hed 


The An-72 has been displayed in 25 countries around the 
world. It was presented for the first time outside the 
borders of the country at the International Au Show at 
Le Bourget (France) in 1979. The demonstration of the 
aircraft elicited great interest among specialists and 
representatives of foreign firms 


Aircraft Des gn 


Aluminum alloys of enhanced strength, honeycomb 
structural elements and composite materials were widely 
employed in designing the airframe. The mass of the 
structural elements made of composite materials totals 
980 kg, which made it possible to red'ice the overall mass 
of the aircraft by 350 kg 
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The fuselage is an all-metal semimonocoque with longitu 
dinal framing using beams and stringers and transverse 
framing using bulkheads and stressed skin, The transverse 
cross-section of the main trame portion of the fuselage is 
The crew cockpit and the cargo bay are located in 
The cargo hatch, which closes with a rolling 
is located in the tail 
section. There are an entrance door on the left side and two 
emergency hatches: in the cockpit and in the cargo com 

partment, The entrance door opens outward in the direc 

tion of aircratt flight. The door has a control system 
intended for opening in flight in an emergency bailout by 
the crew 


circular 
the fuselage 
ramp, a pressure seal and a door 


The fuselage is pressurized 





Ihe bays tor the principal supports for the landing gear, 
which are closed with doors, are located under the floor 


of the cargo bay. The fairings for the landing gear are 
along the sides of the bays on the sides of the fuselage 


The landing gear has independent wheel suspension. The 
basic support includes two struts, each of which 1s 
equipped with a braking wheel of 1,050 x 390 mm 
[millimeters]. The forward support 1s equipped with two 
non-braking wheels of 720 x 310 mm. The doors and 
fairings of the landing gear are made of composite 
materials 


In order to prevent the aircraft's tipping back on the tai! 
during loading and unloading operations, two telescop- 
ing supports are installed under the threshold of the 
cargo door, and on the move they are stowed tn the rear 
part of the landing-gear fairings 


The wings of the An-72 are high-set, cantilevered and 
rectangular on a plane. It 1s a monocoque-type wing 
consisting of a center section and two cantilever por- 
tions. The monocoques of the center section and the 
cantilever parts are hermetically sealed fuel tanks. The 
center section has two retractable flaps (inner) and four 
spoiler sections. Each cantilever part of the wing has a 
retractable three-panel flap (outer), three sections of 
retractable slats, four spoiler sections and two ailerons: 
root and wingtip The ailerons have servo tabs, and the 
left aileron also has a trimmer. The suspension mecha- 
nisms for the flaps are covered by fairings. 


A high cruising speed with a thick rectangular wing could 
be achieved for the An-72 through the utilization of the 
latest achievements of science in the realm of the aero- 
dynamics of shapes 


The empennage of the aircraft is a T-shaped design to 
reduce the effects of the large wash behind the wing 
associated with the use of powerful high-lift devices with 
overblowing. The tail section consists of a fin with a 
two-section rudder. A trimmer ts installed on the lower 
part of the second section 
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Ihe rudder has an original control sten Ihe lower 
section of the second link Operates directly trom. the 
pedals of the control system. and the remaining ruddet 
surfaces are controlled by a booster. This system pro 
vides for flight safety when the booster tails and elimi 


nates the necessity of having a special artificial feel 


Ihe horizon al empennage includes two cantilevers tor 
the stabilizer and both halves of th Lach halt 
of the elevator has a trimmer-servo tab and a servo tab 


‘ul Valor 


There is a deflector on the forward part of cach surtace 


Power Plant 


Iwo D-36 ducted-fan engines designed by V.A. Lotares 
with a thrust of 6,500 kg each are installed on the An 
aircraft 
single-stage supersonic fan, a six-step transsonic low 


»*) 


The engine is of a three-shaft design with a 


pressure compressor and a seven-step subsonic high 
pressure compressor. The bypass ratio of the engine 1s 
six. The engines are started by the SV-36 aerial tur- 
bostarter, the air for which comes tn from an on-board 
auxiliary power plant, ground sources or an engine of 
this type started earlier 


The automatic start-up as well as the steady cperation of 
the engine in all flight modes, 1s ensured by a fuel- 
regulating system and an electronic control system. The 
fuel-regulating apparatus maintains a constant operating 
regimen in working modes as set by the engine control 
levers from the central panel of the crew cockpit. The 
electronic control system limits the maximally allowable 
values of the engine parameters, and when the threshold 
values are reached it automatically cuts back 1ts operat- 
ing mode. The mode is moreover automatically reduced 
when a surge occurs 


Aside from manual, the aircraft has automatic control of 
engine operating modes from the SAU -72 automatic 
aircraft control system 


The engine oil system is a circulatory, closed and pres- 
surized one. All units of the oil system, including the oil 
reservoir, are installed in tie engine 


A reversing device and a flap providing for changes tn 
the trajectory of the nozzle are located in the tail portion 
of the nacelle. When reverse is turned on, the lower flap 
of the reversing device covers the nozzle channel, while 
the upper part is placed over the lower with a forward 
inclination. The combined jet stream of the turbofan and 
gas-generator loops are turned up and forward as a 
consequence, “reating a negative thrust on the flaps of 
the reversing device 


The auxiliary power plant consists of one TA-8 gas 
turbine engine with a system for tapping the air behind 
the compressor. The auxiliary power plant provides for 
the startup of the D-36 engines on the ground and in 
flight at altitudes of up to five thousand meters, com- 
pressed-air supply for the air-conditioning system on the 
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yround and for the on-board circuitry of the 


aircraft using alternating electrical current on the ground 


Powel 
and in flight up to tive thousand meters 


Lh 
fuselage 
from an airfield source using allernating current at 
volts or from battenes on the aircratt 


1A-8 engine is installed in the right fairing of the 
lt is Started with the aid of a starter generator 


’ 


Principal Systems 


Control system, An clectrical, hydraulic and mechanical 
system has been installed on the An-/72 aircraft that 
provides tor control of elevators by trimmer-servo tab 
rudder control with trimmer, and ailerons with a trim 
mer and spoiler-ailerons. The aircraft control system 
includes takeoff and landing devices: flaps, slats, stabi 
lizer deflectors and spoilers 

The mechar | linkage for control of the ailerons of 
elevators and tue rudder are hooked the rudder 
machinery of the autopilot of the SAI automat 
aircraft control system. The steering the 
system is used for damping yaw 


to 


channel of 


The aircraft has dual control. It is accomplished from the 
right and left pilots’ locations with the aid of command 
elements or the on-board automatic aircraft control 
system. The control of the trimmers 1s by electrical 
remote control 


\ stopping system that 1s brought into action using 
electrical devices 1s envisaged for locking the rudders 
and ailerons on the hardstand. The control of these 
electiical stopper devices 1s accomplished by a lever on 
the left side of the central panel of the crew cockpit 


[he hydraulic system of the aircraft consists of two 
systems: a left and a right. They serve to supply AMG-10 
working fluid for the aircraft control-system and high-lift 
device drives, raising and lowering the landing gear. 
turning the wheels on the torward support, braking the 
wheels, controlling the cargo door, windshield wipers, 
engine reverse thrust, emergency opening of the entry 
door, and lowering and raising the supports under the 
threshold of the cargo door. 


A hydraulic pump with variable productivity with drive 
from the engine serves as the principal source of pressure 
in each hydraulic system. 


rhe left hydraulic system has an electric-drive pumping 
station and a power unit with hand operation that serves 
as a reserve source of power. The pumping station 
supplies hydraulic fluid for users in ground maintenance 
of the aircraft and recharging the batteries of the parking 
brake. A pump with manual drive 1s used to perform 


operations in controlling the cargo door when the power 
sources are turned off, as well as for recharging the 
hydraulic tanks. 
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Ihe injection lines of the hydraulic system are joined by 
Ot the 
power any usel and provides lor the Operation 


a cross-feed valve which allows the use PUMPS Lo 
of both 
hydraulic systems trom one of the engines or, wich the 
lailure of the one of the pumps, without breach of the 
sysiem Both 
tanks that are united by design into a single unit supplied 


by a supercharging system 


seal systems have individual hydiauln 


Ihe fuel system includes sevcn wing-section tanks with 
an Capacity of hters. The tank: 
divided into four groups for the issue of fuel: zero, one 
two and three. The feed tanks are the tanks of the third 
group, which have the service cutotts. The zero-stags 
tank with a capacity of 2,395 liters ts used as the 
and 1s fueled only for long-distance flights 


overall 16.250 are 


ICSCTV¢ 


Ihe feed to the engines 1s autonomous: the left engine 1s 
fed from the tanks in the left half-wing, and the right 
from the right half-wing. The main engine teed lines are 
interconnected with a cross-feed ive 

lhe power for the auxihary power plant 1s accomplished 
from the main fuel line for the left engine or from a feed 
pump for the auxiliary power plant installed 11 the right 
tank of the third group. Control of the refueling and issue 
of tuel according to the assigned program 1s performed 
automatically by the fuel control and measuring system 
or manually 


The fuels used, with deicing additives, make it possible 
to accomplish refueling at a temperature of five degrees 
Celsius and below 


Tank drainage 1s accomplished through the zcro-stage 
tank, communicating with all tanks and the air by 
pipelines. 


The emergency draining of fuel is done from the fuel 
issue system by turning on the booster and transfer 
pumps. The drain valves are located on the right side of 
the engine nacelles. It can also be drained through the 
sediment dumping valves that each tank has 


The fire-protection equipment includes a fire signal sys 
tem, a fire-extinguishing system, portable hand fire 
extinguishers, a system to signal engine overheating and 
an inert-gas system. 


The fire-extinguishing system is controlled electrically 
from a panel in the cockpit. The aircraft is equipped with 
an inert-gas system providing for the creation of an 
explosion-proof environment in the tanks in order to 
protect the fuel tanks from expiosion i> flight 


In order to reduce the danger of a fire breaking out on the 
aircraft, fire-proof screens that impede the spread of fire, 
the corresponding configuration of the units, systems 
and equipment, the employment of fire-resistant mate- 
rials and drainage places for possible accumulations of 
lubricants are all envisaged on the aircraft as well 
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actuation of the tire-extin 


mechanism located in the lower 


An 


guishing system by a 


emergency automate 


part of the fuselage is envisaged to avert the outbreak of 
tire when landing with retracted landing gear 


Ihe air-conditioning system is designed in a right and a 
left system that are intended to condition the air in the 
crew cockpit and the cargo bay respectively. Air intake 
for the air-conditioning system is accomplished from the 
quarter stages of the high-pressure compressors of each 
engine or from an auxiliary power plant 


Ihe air-conditioning system can operate on the ground 
and in flight (including takeoff) with air intake trom 
engines Operating at no less than idling and, on the 
ground, with air intake trom an auxiliary power plant as 
well 


The system can also operate as a refrigerator. In that case 
the cargo bay 1s transformed into a refrigeration chamber 


The control of the air-conditioning system 1s accom 
plished automatically with the aid of the automat 
pressure- and temperature-regulation system or manu- 
ally. Signal lights in the cockpit allow monitoring of the 
operation of this system. 


Pneumatic system. It serves for the pressurization of 
units of radio-electronic gear and regulating the pressure 
in the air tires of the main landing gear. The pressuriza- 
tion system provides a pressure of 0.9-1.1 kg/cm’ at all 
aircraft flight altitudes and in all engine operating 
modes 


The pressure regulation system ior the tires is intended 
to ensure a Set pressure in the ties depending on the mass 
of the aircraft and the state of the runway for the purpose 
of improving the passability of the aircraft on dirt 
airfields 


Air intake for the pneumatic system 1s accomplished 
from the air-conditioning system. 


Oxygen equipment. When the barometric pressure drops 
in the pressurized cockpit, as well as to protect the 
breathing organs and vision from smoke and toxic gases 
that are given off in a fire, the crew members and 
passengers are supplied with oxygen. The equipment 


includes two tanks with 10 liters in each. three sets of 


oxygen equipment for the crew members and a piping 
system with individual points for hooking up oxygen 
masks in the cargo compartment. 


The deicing system protects the aircraft from icing at 
outside air temperatures to minus 30 degrees Celsius. 
The deicing system consists of air-heated and electri- 
cally-heated systems. 
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[he air-heated system protects the slats, stabilizer detlec 

tors, leading edge of the fins, engine air intakes and au 
intakes of the fuel-tank drainage system from icing. The 
heating the 
windshield of the cockpit tubes and total 
head tubes. The cockpit windshield 1s also equipped with 
two wipers with hydraulic drive for removing the water 


clectrical-neating system is intended for 


pilot statu 


of melted ice and snow 


Air intake tor the deicing system 1s done after the third 
step of the high-pressure engine compressor for the 
engine air intakes, and from the air conditioning system 
for the wing and tail deicing system. The system can be 
turned on automatically by signal of an icing signal 
device or manually. The system can only be turned off 


manually 


Loading system. The aircraft 1s equipped with roller-bed 
equipment to position and fasten down the cargo being 
transported in containers or on skids. The rollers provide 
for the movement of cargo in loading and unloading, as 
well as in parachute airdrops. This equipment even 
makes it possible for a single person to move cargo 
weighing up to two tons with ease 


The loading of self-propelled wheeled vehicles 1s accom- 
plished on the cargo-door ramp under their own power 
Stencils have been put in the cargo compartment of the 
aircraft that define the procedure for loading, position- 
ing and unloading cargo 


The basic electrical supply system is a network of three- 
phase alternating current at 200/115 volts. The electn- 
cal-supply system of 36 and 27 volts tor on-board users 1s 
secondary, since the principal sources—transtormers 
and rectifiers—convert the electric power of the electri- 
cal supply network at 200/115 volts. The units of the 
electrical supply system operate simultaneously, each for 
its own group of buses, forming independent channels 
With the failure of any source in the power system, its 
buses are automatically switched to an operating elec- 
tric-power source 


The electrical supply systems are automated, which in 
the majority of cases does not require the use of manual 
switching operations when faults appear in the system. 
Various types of protection that automatically shut off a 
failing power source or a faulty section of the distribu- 
tion network are also envisaged 


A static transducer that converts the direct current from 
the batteries into single-phase alternating current 1s an 
emergency source of electric power for three-phase alter- 
nating current. An airfield power plug installed on the 
right landing-gear fairing provides for the hookup of the 
on-board network to a 27-volt ground source. 


The piloting, navigational and radio communications sys- 
tem provides for high precision in piloting the aircraft on 
the flight path and in landing approach in difficult 
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weather conditions day and night, The piloting equip- 
has specific features for airfields with limited 
limensions. Takeott and landing are accomplished at 
those airfields at steep trajectories. This requires 
increased fields of view from the cockpit in the up and 
directions. The time for pilot operations with 
control elements 1s reduced. All of this was taken into 
account by the designers in planning the crew cockpit 


ment 


down 


lhe cockpit configuration of the An-72 1s executed based 
on a comprehensive ergonomic analysis of the “crew- 
aircraft’ system. The positioning of control panels, indi- 
cators and the overall planning of the cockpit provide for 
the comfortable operations of the crew members at all 
stages of the flight. The use of such means of information 
depiction as dynamic graphics displays, LED displays 
and centralized signal systems with the guaranteed 
attraction of attention at the crew stations make it 
possible to reduce the burden on the crew considerably. 


Specific Features of Operation 


The aircraft crew consists of three people—the com- 
mander, co-pilot-navigator and flight engineer. The craft 
is simple to control. Pilots that have earlier flown the 
An-24 and An-26 aircraft can quickly master the An-72. 


The An-72 can be operated autonomously outside the 
base airfield for the course of a month or a hundred 
hours of flight time. 


The An-72 surpasses the An-26 by half again in speed, 
range and ceiling, and has double the cargo capacity of 
its predecessor, which makes shipping using it twenty- 
five percent cheaper. 


The new An-72 transport aircraft created by the collec- 
tive of the Antonov OKB has completed all-round test- 
ing. It flew over almost the whole Arctic coast of our 
country in 1987, covering twenty thousand kilometers 
under the conditions of polar night. The aircraft has also 
landed at SP-28 and SP-30 stations, where the runways 
are no longer than 650 meters. But it needed just 350 
meters to land. These flights confirmed once again the 
merits of the new aircraft. 


COPYRIGHT: “Grazhdanskaya aviatsiya”’ 


RAIL SYSTEMS 


New Commercial Railroad Bank Created 
18200373 Moscow GUDOK in Russian 21 May 89 p 2 


{Article by GUDOK commentator M. Kaganskiy: “Now 
We Have a Bank Too”’} 


[Text] The founding meeting of the stockholders of the 
new joint-stock commercial bank for USSR rail trans- 
port—Zheldorbank [Railroad Bank]—was held recently 
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Practically all the railroads of MPS [Ministry of Rail 
wavs/ along with the Sovuzzheldoraviomatizatsiva [All 
Union Railroad Transportation Automation] NPO [Sct 

entific Production Association], the Orgtekhstroy PO 
[Production Association], VNHZhT [All-Union Scientific 

Research Institute of Railroad Transport), the Skills 
Enhancement Institute. USSR Sberbank [Savings Bank] 
and USSR Zhilsotshank [Bank for Housing and Munici 
pal Services and Social Development] became sharehold 
ers in it. The statutory fund of Zheldorbank is 100 
million, with 70 million paid. First Deputy Minister of 
Railways Vo Ginko was elected chairman of the bank 
council, and Yu. Kondratyvuk has been named chairman 
of the board 


How dynamic the times are today! Just a few years ago, the 
concepts of “commercial” and “joint-stock” were extremely 
remote ones for us, but now... Economic laws dictate their 
own rules, and money seeks its best application 


Today the railroad sector is attached to USSR Prom- 
stroybank [Industrial Construction Bank]. It issues 
credit and performs transactions. And dependence on it 
has forced us to be reconciled to all the manifestations of 
monopolism: far from always high-quality service, 
delays in transactions, sometimes even losses of docu- 
ments and money. As First Deputy Minister V. Ginko 
has noted, sometimes you have to spend months going 
from office to office with a simple question at that 
venerable institution 


The railroad workers decided to break the iron curtain of 
monopolism. Not in an off-hand manner, but having 
looked into the experience (the customary slowness of 
the sector has an effect here) of the truckers, sailors and 
aviators, who have already created their own specialized 
sector banks. And they saw that it was worthwhile 


The initial paid fund of the new bank did not exceed 70 
million rubles. Not so very much. But even this capital, 
quite modest on a sector scale, makes it possible to 
circulate credit of almost one and a half billion rubies. 


The first step is the hardest. It has not been ruled out that 
Zheldorbank will with time become the leading transport 
credit institution and combine its finances with the 
capital of its colleagues. The logic of sensible manage- 
ment suggests such a strategy in any case. The attraction 
of the funds of sector consumers, say, the coal workers 
and metallurgists with a vested interest in the stronger 
development of railroad transport, would also be a 
logical step, it seems. 


Money, as 1s well known, loves to circulate. It will seek 
out the sphere of application or new markets that are 
more advantageous, where there is more profit. And how 
could the railroad workers not be occupied with such 
income matters on that plane? The sector is a mobile 
one, it operates around the clock. Communications—a 
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most important and indispensable component of finan- 
cial atfairs—are some of the best here. The computer 
equipment of the enterprises On the network 1s also not 
bad. All of tuts creates preconditions for successful 
financial operations 


lt is no accident that Sberbank and Zhilsotsbank have 
decided to invest their money in the new offspring. The 
railroad sector, in the acknowledgment of their manage- 
ment, 1s too tasty a morsel, promising the good place- 
ment of capital, to let such a profitable matter pass 


What will the new bank be engaged in? 


“Issue credit, perform transactions, provide teller ser- 
vices,” relates the just-named chairman of the board of 
Zheldorbank, Yu. Kondratyuk, a professional banker 
with over 20 years of work experience in the USSR 
Gosbank [State Bank] and USSR Vneshekonombank 
[Bank for Foreign Economic Activity] systems. ‘The 


more solidly we get on our feet, the greater the sphere of 


services we will take on. And in the future, possibly, we 
will issue shares of stock, bonds, foreign currency and 
other securities and attract the funds of the population 
(at good interest rates, naturally).” 


Has the ice really begun to break? It looks like it. The 
creation of such an institution, after all, is a visible 
manifestation of economic methods of management. 


lt is still far from an icebreaker, of course, but the 
cracking of hardened dogmas in the finance and banking 
mechanism can be heard distinctly. How many years we 
preached the limited nature of the law of value and 
money-exchange relations under socialism! We offered 
prayers to the centralized distribution of all and every- 
thing... We will evidently have to eat and taste the fruits 
of that arrogant attitude toward objective economic laws 
and of incompetent leadership for quite some time still. 


And yet signs of the new times, times of demonopoliza- 
tion of the accustomed excessively centralized struc- 
tures, are visible. There are hundreds of major banks 
abroad. We have just a few. And they figure heavily with 
their “fortress” of captive clients, but they cannot man- 
age intelligently the monetary mass in circulation in the 
country. It is no accident that a persistent epidemic of 
creating banks independent of them has begun. There 
are dozens of commercial, innovation and other banks 
operating today that unite voluntary stockholders. And 
billions are circulating in sectors that have way less 
money than the railroads. The profit alone there is about 
five billion rubles. There is something to “trade in.” 


As they say, good luck! I just want to wish the new bank 
that the main thing in its work be that which ts implicit 
for such types of institutions—make money. 
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I would like to hope that that is what will happen. That 
the stockholders will begin to fight for the multiplication 
of their capital, and correspondingly for the develop- 
ment f the bank, as the true owners of it. The share- 
holders are getting a firm grasp—one became convinced 
of this at the founding meeting of the new bank, A 
representative of the October Railroad, by way of exam 
ple, displayed obstinacy 


“As a shareholder who has invested a million rubles, | 
insist On the introduction of changes to the bank’s draft 
charter,” he declared at the top of his multiple-share 
“voice.” 


So judging trom everything, the shareholders are taking 
on the role of owners 


Banking is a special business. It requires great profes- 
sionalism. It 1s obvious that the chief task today 1s to 
staff the subdivisions of Zheldorbank with first-rate 
specialists. 


The creation of a major sector bank, 1t seems, has been of 
some concern to the chief of the Administration for 
Organizing Credit and Financing for Transport and 
Communications Enterprises of USSR Promstroybank, 
S. Pochtarev. 


His statements sounded an unambiguous threat to crush 
his rivals, shutting off credit granted to them. Once the 
railroads have free money to put into Zheldorbank, he 
says, they don’t need any loans. 


All right, competition dictates its own laws. We will have 
to become accustomed to it as well as to much more. But 
competition ts not a game without rules. There are moral 
and other norms here as well. And the main thing is that 
all parties be put under equal conditions. In this case, 
Comrade Pochtarev has emphasized once again that 
Promstroybank 1s seemingly acting as a benefactor, for- 
getting that it is authorized by the state. That 1s, the issue 
is not competition, but rather about the very bureau- 
cratic manifestations of monopolism that all have 
already grown tired of cursing. 


Something else 1s noteworthy as well: we will keep our 
chents with better service, promised Pochtarev. That 
acknowledgment is worth much. After long years of 
fortress-like dependence, a choice for the consumer has 
just begun to dawn, and they are already beginning to 
fight for him, albeit just with promises of better service 
so far. That is a hopeful sign. 


But competition cannot help but be alarming anyway. It 
is undoubtedly largely restricted (so far, in any case) by 
various forms of state regulation. An exceedingly serious 
approach to the postulation of new matters for the 
railroad workers is required nonetheless. 
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lt seems that the tssue of operators, accommodations 
and equipment will be settled with time: the railroad 
workers have strong enough “magnets” pulling toward 
the rails. | have something else in mind here—banking 
policy. We sometimes too often invent the “bicycle” in 
places where people are already riding them everywhere 
Th iS perhaps some sense in attracting imported 
specialists and organizing a joint venture to train bank 
rjanagers 


re 


It is Obvious that the recently created association of 
commercial banks, uniting several dozen of these insti- 
tutions, should have its say in the training of personnel, 
the devising of credit policies for these banks and the 
resolution of other issues 


Ihe aid of the association 1s also not superfluous because 
the new businessmen (this concerns all finance people, 
by the way) will have to operate u der conditions that 
are abnormal from the point of view of classical financial 
relations. A system of taxation of the profits of enter- 
prises has not been devised here, after all, and there are 
not even any clear conceptions of many banking opera- 
tions. And that promises no few difficulties. 

| want to believe that the departments that are engaged 
in collecting taxes will get some common sense and set 
not a “suffocating” rate, but rather a sensible one allow- 
ing them to get solidly on their feet, for the young 
commercial banks at first. 


It 1s a busy season for the finance people of Zheldorbank. 
There 1s hardly any time left before July 1, when its 
doors are thrown open, and they are up to their ears in 
work. The sailors have a good wish for success—seven 
feet under the keel. What words “of our own” of equal 
value can we find? Let the junctions be wide-open and 
there be a velvet and safe track. And the main thing— 
safes full of “resourceful” money. 


Rolling Stock Condition, Repairs Examined 
18290183 Moscow GUDOK tn Russian 19 May 89 p 2 


(Commentaries by railroad specialists: ““Not with Agree- 
ments, but with the Ruble’’] 


[Text] 


Khabarovsk 


The damage to the cars on the Far East mainline 1s 
causing great alarm. As a result of reducing the staff of 
car maintenance inspectors, 24-hour monitoring of the 
rolling stock is not ensured at equipment transfer points 
and when detaching cars at the humpyards of sorting 
Stations. At the largest junctions at Khabarovsk, 
Ussuriysk and Komsomolsk-on-Amur, there are only 
one or two car maintenance inspectors. How much 


rolling stock 1s smashed up at the seaports, where grabs 
are used to unload timber and coal! Last year 1,339 units 


99 
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» the 
yCal 
the 


went out of order here, and |1,425—.' the descents | 
approach tracks, On the whole for the road in a 
almost 3500 cars were damaged, and 800 
Start of the present year 


SINCE 


Can the situation concerning maintenance of the equip 
ment in the transport service be corrected? | think so, if 
all the workers involved, from the bottom to the top, will 
take the trouble to do this. Unfortunately, so tar the 
road's proposals to the main car administration on 
discontinuing grab unloading of the rolling stock, parti 

ularly at river and sea ports, and the material respons 
bility of the clients are left hanging 


Yu. Dolgopolov, car maintenance inspector of the PTO 
[technical inspection point for railroad cars| of the 
Khabarovsk-1! station, feels that there must be a revision 
of the procedure for drawing up the reports of form 
VU-25 on the damage to the cars, which must absolute!) 
have the signature of the director of the enterprise which 
permitted the breakage of the rolling stock. This places 
the inspector in the role of suppliant: after all, with the 
transition of the enterprises to cost accounting, it has 
become a very difficult task to get the guilty director to 
agree to sign the reports. A fine without acceptance must 
be introduced, that 1s without the signature the 
defendant. Let the latter run to the courts, proving his 
innocence. After this marathon hardly anybody will feel 
like violating the technology of the operations and break 
ing the car. The prestige of the inspectors will rise, too 


‘ 
Di) 


P. Kokurin, a work veteran from the car depot at 
Khabarovsk-2, proposed transferring all the problems 
pertaining to maintaining the rolling stock to the juris 
diction of the stations. The transport workers themselves 
will make the settlements for the mutilated cars with the 
enterprises. Along with introducing advanced equip- 
ment and teciinology for materials-handling and shunt 
ing work and strict monitoring of maintenance, this wil! 
permit a considerable reduction in the amount of rolling 
stock in a state of disrepair.—S. Krasilnikoy 


Vorkuta 


In 1988 the repairmen of the Vorkuta Division had to get 
113,000 railroad cars into better sanitary condition. The 
number of cars in bad repair, however, was much 
greater. The point is that the miners of Vorkuta and Inta 
had taken some of the trouble on themselves 


It is not the first year that the Northern Railroad 
Administration, Vorkuta Division, has been waging a 
battle against the flow of “sick” cars. The result 1s not so 
far reassuring, however. They thought that the situation 
would improve with the transition to cost accounting, 
they said that it would not be advantageous for the 
related workers to work “‘on fines.” Oh, no! Everything 
remains as before. The point is obviously that having 
taken the decisive step in relation to the dirty cars (here 
the fines struck quite a substantial blow in the pockets of 
the negligent ones), the Northern Administration did not 
establish material responsibility for the ones that were in 
disrepair. 


The situation is even more complex with respect to 
loaded “sick” cars. As a rule it 1s impossible to determine 
the break before the unloading. Indeed, in general there 
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is nO One to do it. While betore there was at least some 
monitoring by the acceptance workers. recently they 
have been substantially cut back 


Empty cars in poor condition most often come from the 
Oktyabr and Moscow roads. They are as a rule revealed as 
early as at Vorkuta. This means that this rolling stock 
simply cannot be shipped back. They do not forget about 
the Vorkuta and neighboring divisions of their own main- 
line: no, no, they throw tn the “sick” ones. Then they have 
to engage in repair-—after all, the division 1s a cul-de-sac 
What then? There 1s nothing for the neighbors to rack their 
brains about—where to get spare parts and materials and 
how to find people to put the cars in good shape after 
unloading. After all, the local repair base is one of the 
powerful ones on the Northern road. There ts just one 
question—is this technology advantageous” 


Even without intensified calculations it 1s obvious: send- 
ing each “sick” car for thousands of kilometers and 
repairing it at Zapolyarye is two or three times more 
expensive than in the south. Add to this the cost of 
transporting the spare parts, the difficulties with training 
specialists and the need for constant development of the 
depot, fitted out with equipment? You get an impressive 
sum. 


The most surprising thing 1s that the number of “sick” 
cars keeps increasing every year. 


“Twenty years ago,” says Ye. Zhuravlev, senior foreman 
of the Vorkuta Railroad Car Division, “there were four 
or five faulty cars left over at the end of the day. Now 
they have established a norm—64 a day, but even it 1s 
exceeded by 30-35 cars! 


How long will the Vorkuta workers have patience, 
resources and funds? Particularly since the miners who 
are converting to cost accounting, have begun to count 
their money scrupulously. It is now difficult to persuade 
them to be a “patron”, or else to perform—unpaid 
repall 


As before they scare you into delivering the “sick” cars 
with stern shouts and orders, but not with economic 
measures. Naturally, there is little sense in this. The 
opinion of the specialists 1s unanimous: the negligent 
must be hit with the ruble, and at the same time the 
system of technical service and monitoring must be 
changed. The positions of technical agent, train foreman 
and chief conductor must again be introduced. Why not 
conclude contracts between the divisions and the roads 
on mutual responsibility for the maintenance of the 
rolling stock? The Vorkuta workers, incidentally, made 
this proposal to their colleagues from the Northern 
Railroad, but it found no support. 
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For many years the coal miners of Vorkuta, the railroad 
workers of the Northern and the metallurgists of Cherop 
ovelts have been taking part in a competition, “coal 
metal-ore-transport.”’ Also entering it are the transport 
workers of the Oktyabr mainline, the mining-enriching 
combines and the Vtorchermet enterprises. Many of the 
cars are handled at the giant northwestern polygon. Why 
not instil into the competition, which, it must be said, 1s 
gradually dying out, a new impulse, and use the addi- 
tional possibilities that the economic reform gives?—A 
Tretyakov, string correspondent of GUDOK 


Orel 


The empty runs, on which the cars travel with unclosed, 
bent doors, torn-otf sides and other signs of disrepair, are 
a direct threat to the satety and movement of the trains 
Why are consists of these trains not formed and sent off 
on a route? After all, the rules and instructions do not 
permit such a “luxury.” The answer ts simple—irrespon 
sibility. The inspectors do not make claims against the 
commercial service workers, and the cars are taken from 
the unloading sites with remnants of freight. The trans- 
port workers try to push the rolling stock away as quickly 
as they can. The acceptors and station chiefs have 
reduced their exactingness toward the consignees 


Instructions and telegrams concerning the maintenance 
of the rolling stock are fully adequate. There 1s no strict 
monitoring of their execution, however. The cars are 
smashed and broken. Each division of the road works 
Out its own measures to maintain the working fleet.... As 
a result, cars in disrepair are brought together from one 
division to another. The initiative of the Moscow work- 
ers with respect to repair of rolling stock by the industrial 
enterprises 1s of a more formal nature... 


I think that the cars must be repaired at the site and that 
there must be rigid monitoring, so that not one “sick” or 
doorless car goes out from the division. This rule ts 
violated—payment 1s from its own pocket. That 1s eco- 
nomic responsibility.—A. Shchekotikhin, Traffic Safety 
editor 


Logically, this selection requires a commentary. What is 
there to talk about, though? After all, the subject of rolling 
stock maintenance has not left the pages of GUDOK for 
years, and the situation is not only not being corrected, but 
is becoming more and more alarming. That is why we 
granted specialists of the Main Railroad Car Administra- 
tion the right to give their comments. 


Deputy Clarifies Rail Ministry Statute 
18290167a Moscow GUDOK tn Russian 21 Apr 89 p 2 


[Interview with V. N. Ginko, first deputy minister of 
railways, by GUDOK editorial staff: ““The ‘Decree’ on 
Independence] 


[Text] Recently GUDOK published the USSR Ministry 
of Railways’ Statute on the Railroads (in its 5 April issue). 
What prompted the appearance of this document? What is 
new in it? V. N. Ginko, first deputy minister of railways, 
responds to these and other questions at the request of the 
editorial staff. 
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[Ganko] This is an exceptionally dynamic time. In just a 
few years atter the April 1985 Plenum of the CPSU 
Central Committee, which was crucial for the country’s 
future, the economic life of the society and economic 
conditions have gone through a remarkable change. The 
Law of the USSR on the State Enterprise made its 
appearance and many sectors, including ours, shifted to 
cost accounting and self-financing, and economic meth- 
ods are replacing the administrative methods of manage- 
ment. Naturally, the basic normative documents which 
regulated the railroads’ activity in the past have been 
outdated, and they have had to be brought into confor- 
mity with the new economic mechanism 


Introduction of the Statute on the Railroads as legisla- 
tion consolidates their rights and responsibilities which 
enable them to carry out economic activity efficiently 
under the conditions of fundamental restructuring and 
establishes the conditions to meet the growing require- 
ments of the national economy and the public for 
transportation in a timely manner with high quality. And 
this, as you know, 1s Our most important task 


Along with the railroads’ traditional functions, the stat- 
ute reflects new ones as well—protection of the environ- 
ment, production of consumer goods, provision of ser- 
vices to the public and to enterprises, and the 
development of leasing and cooperatives. The mutual 
relationships between a railroad and the subunits that 
are part of it, as well as with the ministry, are defined by 
the statute 


(GU DOK] What is fundamentally new in the present 
Statute on the Railroads’ 


[Ginko] I would like to emphasize this feature first of all 


the statute was approved by the USSR Council of 


Ministers, not the Ministry of Railways, as the previous 
one was in 1974. This attests to the government's 
increased attention to the problems of a such an impor- 
tant sector as ours. Incidentally, an even earlier statute— 
in 195l1—was also confirmed by the USSR Council of 
Ministers 


Ihe current statute clearly defines what a railroad 1s. The 
Statute established that the railroad is the basic compo- 
nent in railroad transport—a complex association which 
carries Out its activity on the basis of the Law of the 
USSR on the State Enterprise (Association) and the 
principles of full cost accounting and self-financing, 
vhich combines economic methods of management with 
centralized guidance of the transport process 


[he statute defines a railroad’s structure. The basic 
component 1s the railroad division, which acts in con- 
formity with the status of a production association. The 
railroad includes structural units which are directly 
subordinate to it 
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(Gl DOK] Line enterprises that were previously inde 
pendent 
become Sstructura! units now 
efficiency? 


depots, stations, and subdivisions—have also 


Wont this reduce ther 


[Ginko] Some 92 percent of the sector's employees are 
concentrated in the structural units, and about 90 per 
cent of all expenditures are related to them. And the 
sector's success or failure depends to a iarge extent on 
whether they feel they are the managers of production 
here and whether they organize efficient internal produc- 


tion cost accounting 


For this reason, the statute provides for extension of the 
rights of labor collectives compared with the rights of a 
Structural unit established in the Law on the State 
Enterporise. They have been delegated a number of the 
powers of an enterprise. As an example, Point 4 states 
the railroad and th division, proceeding from the 
requirements for efficient organization of the transport 
process and in conformity with Article 5 of the Law of 
the USSR on the State Enterprise. grant structural units 
which have a separate balance the necessary rights tor 
the selection, placement aod training of personnel, for 
the social development of Jabor collectives, the organi- 
zation and payment of wages, and extending credit and 
record keeping, as well as other ar. is of activity 


But of course, we must understand that the indepen- 
dence of structural units is still limited to a certain 
extent. These are the specifics in our case. After all, a 
structural unit has no finished product, and it therefore 
does not have the main characteristic of an enterprise 


The product of railroad transport—transportation—is 
realized only within a railroad division of one or even 
several railroads. Moreover, the common technology of 
transportation requires a corresponding centralization of 
management, which unquestionably limits the effect of 
the Law on the State Enterprise on the railroad. The 
current statute, in particular, also reflects the fact that 
the activity of railroad transport, because c' (s specific 
nature, is not completely confined within the |. amework 
of the Law on the State Enterprise. In accordance with 
Article 25 of this law, the specific features of its appli- 
cation in individual sectors of the national economy are 
determined by the USSR Council of Ministers. These 
features as applied to railroad transport enterprises are 
reflected in the statute 


[(GUDOK] Can you tell us about the features in a little 
more detail? 


[Ginko] The main one—realization of the bulk of the 
finished product—takes place within the limits of several 
railroads. Hence the centralization of rights with respect 
to the management and planning of transportation. 
Along with this, the extension of the rights of structural 
units which I mentioned has been provided for. Taking 
into account the features of railroad transport work, its 
role in the life of the country, and the high level of 








PRS-L EA-89-024 
S July 1989 
esponsibility, the principle of appointment by election 


,not extended to the chiefs of railroads and divisions— 
hey are assigned, And the chief of a railroad 1s a*signed 

1s position and relieved of it by the USSR Council of 
Vi nisters at the representation of the MPS [Ministry of 
Railways] 


(Cot DOK] What is the reason for this step” 


(Csinko| The main reason 1s the exceptionally important 
role and responsibility to the state for providing the 
national economy and the public with transportation, for 
traffi and for the safety of the freight that 1s 


transported 


safety 


\ll the most important features of the railroads are the 


onsequence of the unity of the technological process of 


ransportation on the entire railroad system, which are 
fully apparent only in the sector’s headquarters. Hence 
ecessity of establishing, reorganizing, and abolish- 
ing enterprises and structural units, including those 
vhich are part of railroad divisions and other associa- 
tions associated with the organization and implementa- 
tion of the transport process, only by decision of the 
Ministry of Railways. 


the 


(st DOK] But won't it turn out that the ministry’s 
employees, with the aid of this point, will stifle a new 
structure they do not like which may emerge in the midst 
of a railroad? 
{Csinko] | think that ideas such as this come from lack of 
understanding of the place and role of railroad transport 
in the economy and the localistic approach. We are 
already encountering such cases now at times. Certain 
railroad managers are refusing new equipment and spe- 
alis's because they must now pay for them themselves, 
and rot out of the ministry’s purse as they used to. From 
ihe viewpoint of momentary gain, the advantage 1s 
ybvious. But what will happen tomorrow when little 
nterests these managers? For this reason, we cannot 
illow strategic oversights and we have the obligation to 
prevent any manifestations which have a negative effect 
yn the work of railroad transport. 


As tar as the progressive structures are concerned, we 
rave a general plan for development of the sector which 
illows for sufficient variety in organizational structures 
without interfering with the development of untradi- 
tional forms of them. A striking example is the Central 
\sian Ratlroad, where the Tashkent Division was abol- 
They suggested a form of transport management 
which makes it possible to do without the usual 
{ivision on an open line for several hundred kilometers. 
[here are those who support such a solution on other 
mainlines as well. 


ished 


there 


Csenerally, speaking, I want to say that the new statute 
rovides significantly greater independence to railroads 
ind their subunits in resolving local problems. Practi- 
cally all personnel rearrangements in railroad subunits 


102 
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before, for example, were made only at the order of the 
ministry. Without the 


impossible to make staffing changes in a depot, a: 


ministry's authorization it was 
an 
example. Now, under the law the railroad division itsell 
determines the size of the work force and the number of 
skiuled employees within the limits of the wage fund that 
is formed or it may grant this mght to the depot 


railroad 
freight and 


Or planning questions, let us say. Tie now 
adopts the annual plan for transporting 
passengers independently on the basis of the state order 


and planned figures cited by the ministry 


Independence and responsibility are inseparabie. By 
being in charge of transport volume, the railroad is 
obligated to include all the freight declared in the plan, in 
full. For this reason, the railroad has been granted the 
right to determine the annual (allocated quarterly) and 
monthly transport volume by railroad divisions, as well 
as to set the norm for rolling stock operation 


The railroads acquire all rights in planning shipments 
and they have the responsibility for the collection of 
orders and the economic justification for transport vol 
umes; they have the obligation to examine these docu 
ments and to coordinate decisions jointly with the con 
Signing enterprises. The principal requirement = in 
planning is to ensure that freight shipments are complete 
and handled in good time 

The railroads’ rights in the conduct of investment policy 
and financial and economic operations, as well as in 
foreign economic cooperation and many other forms of 
activity, have been extended in conformity the 
principles of full cost accounting and self-financing 


with 


{[GUDOK] The railroad is the higher organization in 
relation to all the subunits which are part of it. For this 
reason, as they say, it can exert pressure and compel 
something to be done not by tHe force of reason, but by 


an order. Bu’ under cost accounting conditions this can 
cost a great deal, in the true sense of the word 
[Ginko] Under the Law on the State Enterprise, the 


railroad is obligated to provide conditions for the effi 
cient operation of its subunits and to strictly observe 
their rights. And this has been reflected in the statute 
Thus, the railroad has the responsibility to ensure that 
the commitments with respect to its divisions and enter 
prises are fully carried out in a timely manner. Financia! 
losses of divisions and enterprises caused by the railroad 
are subject to compensation by the railroad under the 
legislation in force. Under the Law on the State Enter 
prise, disputes on compensation for financial losses 
caused by higher organs are settled by the state arbitra 
tion organs 


{[GUDOK] Until recently we have had occasion to heat 
quite a lot on the railroads: there 1s no Statute on the 
Railroad, they say, and this 1s impeding the work 
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[Ginko] The lack of such a statute really did hold back 
the railroads’ intitiative aiid reduce their efficiency. If it 
had appeared in 1987 at the same time as the Law on the 
State Enterprise and the statute on the shift to cost 
accounting, we could have avoided many problems 


The general Statute on the Railroad Division appeared 
practically at the same time that the Statute on the 
Railroad was published. Based on this document, the 
chiefs of railroads are to Craft and adopt statutes on each 
division, taking into account the specific features of its 
production and economic activity and its social area, 
without allowing deviations from the requirements of 
the law and the features defined in the Statute on the 
Railroads 


The chiefs of MPS administrations have been charged 
with completing the drafting of general statutes on 
structural units associated with the transport process and 
sending them to the railroads as soon as possible. The 
chiefs of railroads and divisions also have been dirv-cted 
to draft and adopt regulations and statutes on the enter- 
prises and structural units that are not connected with 
the organization and implementation of the transport 
process which are part of the railroad and division, 
respectively 


So the railroads, divisions and enterprises will have all 
the necessary regulatory documents. By knowing their 
rights and obligations and skillfully making use of them, 
the collectives of the railroads and their subunits should 
become the instruments of their own prosperity by 
meeting the needs of the national economy and the 
public for transportation with good work. 


Collegium Investigates October Rail Traffic Safety 
Laxity 
18290167b Moscow GUDOK in Russian 4 May 89 p 2 


[Report on Ministry of Railways Collegium proceedings: 
“Monitoring Traffic Safety] 


[Text] The Ministry of Railways Collegium has reviewed 
the condition of traffic safety on the October Railroad 
and heard explanations in this connection from Com- 
rade Zaytsev, chief of the railroad, and Comrades Omel- 
chuk, Aksenenko and Gustov, the railroad’s deputy 
chiefs 


The collegium noted that after the serious crash of 


express train Ne 159, the “Avrora,” in the Bologoye 
Division, the traffic safety situation has not improved on 
the railroad. There have been four more crashes and four 
accidents, three involving passenger trains. And this year 
there were ChP’s [accidents] in the Leningrad-Moscow 
and Petrozavodsk Divisions because of breaks in the 
rails. 
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Unsatisfactory current maintenance of the track also was 
the cause of cars being derailed at the Ruchy: station i 
the Leningrad-Finland Division, which caused service to 
be completely interrupted in the section for about 
hours 


As indicated by the investigation materials and the 
checkups being conducted, the continuing accidents on 
the railroad are chiefly the result of a superticia 
approach to the organization of traffic safety by the 
managers of the railroad and the services and divisio 
of the railroad. The chief of the railroad, Comrade 
Zaytsev, and the deputy chiefs, Comrades Aksenenko 
Gustov, and Omelchuk, did not take appropriate steps to 
eliminate the shortcomings in maintaining the techn ca! 
facilities, to reinforce technical discipline, to improv 
work with personnel, 2nd to mobilize railroad workers in 
the struggle to lower the accident rate, and they have 
resigned themselves to cases of misrepresentation 
accounting for traffic safety violations. The chief of th: 
railroad, Comrade Zaytsev, has not always gone out to 
investigate the crashes. 


An extremely poor state of affairs continues in track main- 
tenance. The condition of the track has deteriorsted and the 
degree of deterioration has increased. In a number of 
sections of the railroad, traffic speed is not being restricted 
where the track condition is unsatisfactory and certai 
defects are not corrected for an extended period of time 
Track maintenance on the Pestovo-Sonkovo, Leningrad- 
Volkhovstroy, Sosnovo-Episenvaara, Yanisyarvi-Suoyarvi- 
Zastava, and Medvezhya Gora-Idel- Kamenogors} 
Svetogorsk sections 1s especially unsatisfactory. The situa- 
tion is not being stabilized in the Bologoye Division of the 
railroad, either. 


Traffic safety has also deteriorated in the transport area 
where there have already been two accidents this year, 
including one with a passenger train, and the number of 
breakdowns has increased. Matters have not been put in 
order to prevent the spontaneous movement of rolling 
stock, and the technical training of station employees is 
not at the proper level. Absence of control over dispatch 
operations has led to an increase in violations of the 
work and rest routine for locomotive brigades 


The traffic safety situation in the passenger administra- 
tion is not being improved. The number of cases of cars 
uncoupling from passenger trains has increased. There 
are shortcomings in the maintenance and repair of cars 
in the “Avrora” train. The number of cases of cars that 
have uncoupled from trains because of technical defects 
and journal box friction has increased. The numerous 
cases of failure in the operation of STsB [signalization, 
centralization and blocking] installations are continuing, 
the number of malfunctions in track circuits has 
increased, and not all the arrival and departure tracks of 
Stations are equipped with devices to determine if a track 
iS In use. 
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Serious miscalculations are being made on the railroad 
in selecting personnel and bringing the work force up to 
Strength. The insufficient number of track repairmen 
and brigade leaders, track repair inspectors, traffic 
inspectors, and operators of flaw detection trucks is a 
source of particular concern. 


As before, the inspection staff of the administration and 
divisions of the railroad is performing poorly in reinforc- 
ing traffic safety. The deputy chief of the railroad-—and 
the chief inspector for traffic safety—Comrade Omel- 
chuk, is not displaying the necessary energy and exact- 
ingness in preventing accidents. 


The collegium demanded that the managers of the Octo- 
ber Railroad and the chiefs of services and divisions 
review the traffic safety situation on the railroad in 
detail, draw the appropriate conclusions, and take dras- 
tic steps to correct the unsatisfactory situation. It was 
ordered that a specific plan to eliminate the shortcom- 
ings in all areas of activity be drafted and carried out. 


Tynda Conference Examines BAM’s Future 
18290164 Moscow GUDOK in Russian 27 Apr 89 p 3 


[Report by GUDOK correspondent T. Andreyeva: 
“BAM [Baykal-Amur Mainline]: On the Last Lap”’} 


[Text] A joint out-of-town session of the collegium of the 
Ministry of Transport Construction and the RSFSR 
Council of Ministers Presidium Commission on Con- 
struction and Economic Development in the BAM Zone 
has been held in Tynda. The participants discussed and 
outlined steps for putting the Baykal-Amur Mainline 
into continuous operation throughout its entire length as 
a startup complex in 1989. 


Those involved in the work were optimistic that the 
BAM would be turned over on time and with good 
quality. V. Gorbunov, chief of the Baykal-Amur Main- 
line, spoke about this at the conference. This is a 
common cause, he believes, and the railroad workers are 
participating directly in the startup preparations for this 
reason. There will be no intervals between the times that 
the mainline is turned over, accepted, and put into 
opiration. 


The optimism of the line’s managers evidently can also 
be explained by the fact that the transit freight flow for it 
has already been determined. Nine pairs of freight trains 
are ready even now to turn off the Trans-Siberian 
Mainline onto the BAM. True, this is only a warmup for 
such a strong mainline. But there is still a great deal to do 
before the iron horse is saddled. In particular, construc- 
tion of the Angarakan-Taksimo and Taksimo-Chara 
startup complexes and the Severomuysk tunnel bypass 
are to be completed. In addition, the railway troops 
should turn over their section from Zeysk to Tungala. 


PRANSPORTATION 


Altogether, about 600 kilometers of track and hundreds 
of production and social projects remain to be commis 
sioned. So much for | year still has not been put into 
operation on the BAM 


Ye. V. Basin, chief of the “BAMtransstroy’ PPS©O [pos 
sibly: Industrial Production and Construction Associa- 
tion] and deputy minister of transport construction 
cited these figures as a Comparison: construction and 
installation work valued at 43 million rubles was com- 
pleted on startup complexes in 1988, but this figure must 
be tripled this year. Is 1t practicable? The construction 
workers believe it 1s. By turning over one startup section 
in June and one in November last year, they ga:ned time 
and managed to prepare good starts on new projects 


The year began without any delay. More than one-fourth 
of the annual plan was put into operation in startup 
complexes in the first quarter. But, as the association 
chief noted, this pace is not satisfactory today. The point 
1s that the line 1s planned for siartup not at the end of the 
last quarter, but at its beginning, in order to “run in’ the 
line thoroughly and adjust the equipment so that the 
BAM works like clockwork in the new year and recovers 
the funds invested in it 


The pace must be speeded up for this. They must utilize 
a minimum of 14 million rubles for construction and 
installation work every month, not |! million rubles as 
in preceding months. The people, equipment and 
resources—all this has already been concentrated 1n the 
startup sections. Meetings of headquarters staff person- 
nel are held every month on the route for efficient 
supervision of the construction. In general, the offensive 
is being conducted on a wide front, according to plan. All 
the same... The situation at certain projects gives cause 
for concern. 


The open route of the Severomuysk Range bypass with a 
gradient of 18,000 is considered the most complicated of 
the startup complexes. Yefim Vladimirovich Basin said 
that this is the BAM in miniature, where there 1s every 

thing: the permafrost, rock streams, tunnels, bridges, and 
viaducts. Construction of it was undertaken 3 years ago 
when it became clear that the Severomuysk tunnel would 
not be completed before 1992, and taking trains over the 
existing bypass with its gradient of 40,000 1s not only 
difficult, but dangerous. 


The project was not provided for by the plan. Compli- 
cations arose with the financing. naturally. On top of 
everything, the surveys, project planning and construc- 
tion of the new route began at practically the same time, 
which also entailed additional problems, but the con- 
struction workers undertook the job, realizing that the 
BAM would not start up without the bypass 


This is the situation today: the superstructure of the line 
has been installed on 15 of the 54 kilometers, erection of 
the catenary system supports has begun, and one of the 
four ETs [electric centralization of switches and signals] 
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Stations has been turned over for equipment installa- 
tion... The figures on plan fulfillment are impressive, but 
something else can be seen behind them in bypassing the 
‘hurdles’ a bit too much. Thus. because bridges were 
not ready, the “Nizhneangarsktransstroy’ Trust was 
forced to lay the track from five directions by measuring 
out connectors between the routes of the old and the new 
bypasses. Twelve bridges are still not ready for track 
laying to proceed. They are being built by the “Mos- 
tostroy-9” Trust, and it has been let down in turn by the 
suppliers: the plants in Kurgan, Ulan-Ude, and partly in 
Voronezh. They were late in shipping the bridge frame- 


‘ 


work components. The construction workers are also 


holding up the track laying: two tunnels are stll being 
driven. So itis most likely that the not is shock work 
will not be avoided her ICN WOrk ft for the 
final months 

The same problen t \garakan-Taksimo 
section. The ra.! line has a been completely turned 
over for installation of the catenary system, but because 


of the Kurgan plant's failure to adhere to the times for 
S| 


delivery of the 200-ton rigid sprece separate points 
cannot be turned nstallation. The Nazarovo 
plant of the Mir I I ver and Electrification is in 
no rush to turr tor { metal structures for the 
traction subdstatior laksimo-Okusikan route 


either 


The spe ire creating ““obsta here and there as 
well. Thus , from Uzbekistan are 
building the settlement of (Kuandu) in the Chita section 
They have already turned over an outpatient clinic, a 
nursery school, and a rest home for locomotive brigades 
and they are completing a school and a terminal 
Everything 1s fine, bu the Fergana DOK [wood process- 
ing combine] 1s systematically disrupting the delivery of 
KPD [large-panel housing construction] 
Because of this, the operations workers may have no 
place to live 


WOrTKET 


omponents 


[he information presented to the collegium by the 
railway troops’ leadership also is cause for concern 
Construction of the settlement of Izhak in the eastern 
section of the BAM 1s not going well—help is needed 
from the (Ulyanovo) sponsors. There are not enough 
working hands in Tungala, which 1s being built by 
workers from Novosibirsk. They are waiting for rein- 
forcements from Saratov at the Fedkin Klyuch siding 


Relationships with suppliers have become complicated 
as well. This is related to the decentralization of deliv- 
eries and the shift to supply under direct contracts. This 
has not turned out to be a simple matter. They invite the 
plant managers to conclude a contract, but the latter say 
“Oh, no, we have not had dealings with you before, and 


there are no grounds for a contract.” Well, all right, they 
make arrangements with the munistry 

instructions to the plant, but the plant says 
not deliver to the BAM because it 1s not to our advan- 
tage.”’ Or even better, they begin bargaining: you give us 


which gives 


No. we will 
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lumber, we will give you cement, cr we will give you a 
machine tool and you give us a bus. The chiet of th 

BAMtransstroy” Association even mentioned this at an 
oblast party conference Ihey are torcing us to 


exchange a diesel engine for tonet bowls. Isn't this really 
robbery in broad daylight? 


Slogans of the type “Give the gre¢ 
were lost without a trace long ago. As a result 
Startup year on the BAM, they don’t just 
outstretched hand, as at some shabby project. Here are 
the figures cited in the collegium: they are lacking 30,000 
tons of cement, 4,900 tons of metal, including 140 tons 
of shaped deck plating [profnastil] and 1.500 tons of oil 


pipeline pipe 


in the 


come with an 


There are serious problems with equipment as well 
Despite the fact that two special groups were set up 
under the Board of Directors for Construction of the 
BAM and the GUMTO MPS [Material and Technical 
Supply Main Administration, Ministry of Railways] to 
speed up deliveries and shipment of equipment from the 
supplier enterprises, a number of problems have not 
been resolved to date 
and electrical engineering equipment, as well as equip- 
ment for engineering support taciliti 
aggravated by the fact that 
Gossnab—Amurglavsnab. Chitaglavsnab, and Irkutsk- 
glavsnab—are doing everything possible to avoid con- 
luding agreements for the delivery of materials and 
procurement for the projects 
even the quantity of 
been determined thus far 


As an example, communications 
Lhe Situation 1s 


the territorial organs of 


What 1s even worse. not 


resources subject to delivery has 


The attitude of the local authorities to the All-Union 
construction project has been graphically demonstrated 
by this fact: the Amur and Chita Oblast Ispolkoms cut 
back the BAM workers’ funds for meat products by 
1,000 tons and dairy products by 340 tons this year 
compared with last year. They probably decided there 
that it would be more convenient for the BAM workers 
to prepare to turn over the railroad by tightening their 
belts a little more 


Minister of Transport Construction V. A. Brezhnev 
asked Comrade Shekemov. deputy chairman of the 
Chita Oblast Ispolkom, who was present at the confer- 
ence: “What is the oblispolkom waiting for—an outburst 
of dissatisfaction among the population?’ 


“Tam not prepared to answer with respect to commod- 


ities.” Shekemov said 


He 1s not prepared because they are not interested in the 
Chita Oblast Ispolkom, as well as in the others, how the 
BAM workers are faring. So it turns out that the minis- 
ter’s office at times seems closer to the BAM than the 
offices of certain oblast officials. “Local organs must 
turn their attention to the construction project,” the 
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r believes. The organizations and suppliers look We, as well as the entire counts 
if the BAM must renounce their “collective self this mainline,’ N. Isingarin said. “As f 
nness.”’ The entire country began building the line, anc oppose its construction are concerned, they wel 
we must all finish it together, we cannot forget that tne Trans-Siberian and the Turkestan-Siberian Mi 
BAM benefits us al one time, too. A good argument in this cont 
be ihe successful startup of the BAM, when th 
\s Vladimir Arkadyevich explained, by holding this will go faster over it than on the old Transsit 
ut of town, the collegium set two important 
byective to attract attention to the project and t The railroad’s managers are confident that this will tab 
the most urgent problems in the startup place and that the long-awaited hour ts not tar off. I 
construction workers are on the final lap. On! 
But more problem has arisen at the same time, and shout “hurrah” about this. The completion 1s 
itis also important: what will happen to the BAM after | mediate step. a short working holiday. after wh 
rned over? This concern was heard in the statement workdays will resume again on the constru 


V. Aliterenko, deputy chairman of the Amur Oblast 

spolkom. The railroad 1s being prepared to be turned 
he said, but what conditions have been established MARITIME AND RIVER FLEETS 

r people to live on 1t? Of course, the pace of social and 

iltural construction has been speeded up considerably 


lately, but they have not made up for what has been Quality, Modern Equipment ior Ships Lacking 


missed tor 10 years. Out of the 16 settlements in the 18290173 Moscow VODNYY TRANSPORT in Ru 
Central Section, only half will be fully commissioned 20 Apr 89 p 2 

The rest are in the startup complex. This means they wil 

acl thout hospitals and commercial and public centers (Article by V. Kontsedalov: “Lost Decades. or H 

Poaere will not be enough housing, even if everything 1s USSR Minsudprom [Ministry of the Shipbuilding Ind 
put into operation according to plan. After all, the BAM Is Not Providing the Fleet With Modern Equipn 


wns and settlements were planned in accordance witt 
ld standards. In addition, near'y 50 million rubles less 
than planned were allocated for the BAM construction 
this year. Consequently, the startup complexes will be 
adjusted, and most likely not at the cost of production 
lacinties OV any means 


{Text} I have had occasion to be on ships of t 
‘‘Pobeda” type more than once. At first glai 

thing seems sound, and the living accommo 

working areas are clean and comfortable 


| ¥ } 2) : ! t oul, ( od ) We re | 
Just when and who will finish building all of this? And Let us go into the engine room—outwardl 


most importantly, what funds will be used if the USSR in the same condition. But behind the wal pI 
Gosplan, and possibly the USSR Council of Ministers, well-being the old equipment looks , 
ie Mark even farthed? reproach. This is the scene on lighters of .t veh 
Kosygin”’ type, general-purpose dry-cargo 


“Vitaliy Dyakonov” type, bulk carriers of the “I 
Butoma’™’ type. tankers of the “Krym’”™ typ 
purpose vessels of the “Vitus Bering tyy 


Deputy Minister of Railways N. Isingarin expressed 
apprehension that the press will take advantage of this 
tuation and begin causing a stir throughout the coun- 
ry: they are putting a railroad that 1s not finished into 
yperation, they will say. Think of the cost cf just one And it is being asked here: when will domes 
readline. in KOMSOMOLSKAYA PRAVDA. “The _ Stop delivering “ancient” equipment which ultima 
BAM Has Stopped Rolling.’ threatens the seamen’s lives? Our newspaper has ali 
reported on such a case 
L. Gorshkov, chairman of the RSFSR Council of Min- 


isters Commission on Construction and Economic Let us remind you. In the roadstead of t! kha ’ 
Development in the BAM Zone, had a different point of commercial seaport a fire broke out o1 break 
view. The problem is not with the press, he believes, but “Vasiliy Pronchishchey” of the Northern S) 

with us ourselves. We must change our aititude toward pany. The Kharkov Machine Building 

social construction and establish control to ensure that Mintyazhmash [Ministry of Heavy, Powe 

everything necessary for normal living on the BAM is port Macnine Building} had sent the shi 1el 

huilt. How can we allow this, for example? We have connecting rod for the main engine. The pr 

turned over Chara, but the settlement has no drinking negligence proved to be too high—three sailors d 

watel to mention the hundreds of thousands of 


financial loss to the shipping company 
[hye agreed on one thing: they must insist that the 


Gosplan not encroach upon the funds allocated for the I think the USSR Ministry of the Shipbuilding 
BAM project and not reduce the financing after the the basic customer for complete sets of maritin 
railroad is turned over for continuous operation. They ment, did not get down to business properly a 
may have to direct this request to the government. its Suppliers to improve their work 
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Judge tor yourselves, A joint decision was made in the 
early 1970's by the USSR Ministry of the Maritime 
Fleet, the USSR Ministry of the Shipbuilding Industry, 
and the USSR Mintyazhmash on shifting maritime die- 
sel generators of the DGR 500/500 type to motor fuel 
(DT) [diese: fuel], This is still a pressing problem to this 
day, incidentally 


So the work was begun on the instructions of the MSP 
{Ministry of the Shipbuilding Industry, Minsudprom] as 
far back as 1972. In 5 years testing of the DG [diesel 
generators] with motor fuel were conducted successfully. 
In 6 more years they made a decision at the level of the 
VPO [All-Union Industrial Association] “Soyuzdizel- 
mash” to convert the series diesel generators to DT. All 
this time the seamen have been waiting impatiently for 
the output of the Plant imeni 25 October. But as it 
turned out, it has not even started to work. 


After repeated persistent demands from the MMF [Min- 
istry of the Maritime Fleet], the M osudprom once again 
gave a similar assignment to the plant, which it had 
already paid for in 1972, incidentally. But again there 
was silence. The persons at the plant do not want to lift 
a finger 


What was the result? The DGR 500/500 diesel generator 
was not turned out. Millions of rubles were thrown to the 
wind for 17 years of “work.” 


The fate suffered by the starting air compressors was no 
better. A decree by the GKNT [State Committee for 
Science and Technology] in 1970 provided for manufac- 
ture of the type “K” starting air compressores at enter- 
prises of the USSR Minkhimmash [Ministry of Chemical 
and Petroleum Machine Building]. At this time compres- 
sors turned out in the late 1950's were being used in the 
fleet. Patches on patches, and spare parts were nowhere 
to be seen. For this reason, a timely decision was made to 
replace the old type of compressors with a new one. Far 
from it. The enterprises were idle for 7 years. Then in 
1977 the USSR Gosplan again obliged the Minkhim- 
mash to provide for series production of a wide range of 
type “K"*’ compressors. But the ministry simpiy turned 
its back on the Gosplan, and in 1980 the Ministry of the 
Maritime Fleet had to refuse the compressors. The result 
was 10 years of futile work and the public’s money lost 
once again. 


And only in 1982 was a joint decision made by the 
Ministry of the Shipbuilding Industry and the Minkhim- 
mash to develop a new series of the MVU type. After 5 
years of laborious work the Minkhimmash submitted its 
creation for testing, which was co ducted on ships of the 
‘“Pobeda”’ type of the Novorossiysk Shipping Company. 
Many defects were brought to light. The slipshod work- 
ers promised to correct all the shortcomings. But after 7 
years (?!) the Ministry of the Maritime Fleet and the 
Ministry of the Shipbuilding Industry admitted that the 
“corrected” compressor was useless. 
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The Ministry of Chemical and Petroleum Machine 
Building has not developed a domestic maritime starting 
air compressor for 20 years. Why? In many respects 
because of the lethargy of the Ministry of the Shipbuild- 
ing Industry, which did not exert any influence on the 
process of developing compressors which meet opera- 
tional requirements, Moreover, the department is con- 
linuing to provide vessels with old equipment 


And another side of bureaucratic indifference. Genera- 
tors in the MSS, GMS, and MSK serves with a static 
system of excitation are being installed on modern 
domestic vessels. They were developed in early 1970. 
Technically they are significantly inferior to the genera- 
tors on foreign ships which have a brushless sytem of 
excitation; their functional and dimension indicators are 
inferior and the labor-intensiveness of technical mainte- 
nance 1s twice as high. The development and introduc- 
tion of domestic brushless generators have been drawn 
out intolerably, although the technical specifications 
were coordinated and approved in 1972. The USSR 
Minelektrotekhprom [Ministry of the Electrical Equip- 
ment Industry] planned series production of generators 
of the 2SN type for 1980. And what happened? There 
sull aren't any to this day. And the manutacturers point 
to the production workload as before 


Repeated appeals by the Ministry of the Maritime Fleet 
to different organizations of the Minelektrotekhprom 
and the Ministry of the Shipbuilding Industry have been 
unanswered. Moreover, _ the manufacturer—the 
Baranchinskiy Electromechanical Plant—reported early 
last year that it 1s discontinuing further work on the 2SN 
series because its technical level is already inferior to 
foreign models in a number of parameters 


So I want to say—here 1s a fine how-do-you-do! Some 20 
years of paper-shuffling instead of work, and what 1s the 
result? 


On the whole, if we are speaking about the products list 
of maritime equipment, the problem is that it is very 
difficult to provide a modern ship with equipment which 
is the best from the standpoint of technical features, 
which is up to date, and which meets cost requirements 
And the Ministry of the Shipbuilding Industry simply 
does not have any. Why? 


Work to improve and develop new types of maritime 
equipment is proceeding slowly. This not only forces us 
to put large-sized, cumbersome. energy-consuming 
machinery that is labor-intensive to maintain on the 
ships, but it also puts in question the ability to achieve 
the proper technical level for ships in the future. Essen- 
tially no effort is under way to _»eed up the development 
of complete units of basic maritime equipment. Work on 
maritime automation facilities with microprocessor 
componentry is in critical condition. Moreover, the 
requirements of maritime machine building for machin- 
ery are insignificant. So we need not speak about series 
production. 
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On the other hand, specialists of the Ministry of the 
Maritime Fleet set strict requirements for the items 
being delivered: high reliability, minimal labor input, 
and maximum resistance to external conditions 


The combination of these factors also has led to the point 
that the fleet is poor today and has no up-to-date and 
reliable equipment. 


What now? the responsible departments finally made up 
their mind to work out a program of actions for the long 
term. And in 1984 they made up a “paper” in the 
Ministry of the Shipbuilding Industry—the “List of 
complete sets of equipment needed for shipbuilding in 
the 1995-2000 period.” After a year they worked out 
another one—the “List of complete sets of equipment of 
subsupplier ministries,” made up of 160 items. As of 
today, only 140 of them have “‘survived.”’ Where did the 
rest of them disappear to? They only make a helpless 
gesture in response to this question at the Ministry of the 
Shipbuilding Industry. 


Here it 1s—bureaucracy in all its glory, lack of incentive to 
develop small series and complex and new types of equip- 
ment. Why be cunning, they will engage in sabotage here as 
well, as long as they keep their own peace. And that 1s why 
the “paper” on the equipment most needed by the seamen 
grew thinner by 20 points. And no justice will be found 
with the drafters. The Ministry of the Shipbuilding Indus- 
try has nothing to do with the problems of maritime 
transport and its technical reequipment. 


Such a position does not suit the Ministry of the Mari- 
time Fleet, of course. In 1974 the Ministry of the 
Shipbuilding Industry and the Minelektrotekhprom were 
ordered to develop an overall system for the protection 
of ship generators. There is considerable experience in 
their operation on ships of foreign manufacture. But the 
Ministry of the Shipbuilding Industry, without doubting 
for a moment, as they say, burst through the open door 
and spent 6 years in research on what was known long 
ago. The Minelektrotekhprom wasted another 3 years 
after this. Well, what was the result? Nothing, no indus- 
trial development to date. 


The electric drives for machinery on domestic vessels 
today are furnished as part of the control equipment 
produced on the basis of the KM-2000 switches devel- 
oped in the mid-1950’s. The case is clear—they do not 
meet the technical parameters and are not reliable in 
operation. A technical assignment to develop starters of 
the PMS series was coordinated 16 years ago. Experi- 
mental models of them were accepted after 4 years by an 
interdepartmental commission, but again, there has been 
no industrial assimilation. 


What has led to such deplorable results? In my view, one 
thing—the compromising policy of the Ministry of the 
Shipbuilding Industry with respect to contractor minis- 
tries. | do not dispute that something may be understood 
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in this. The department has contract commitments with 
subsuppliers, and try not to carry those out. Threats and 
punitive sanctions await you here. For this reason, the 
Ministry of the Shipbuilding Industry was forced to 
accept the equipment thrust upon it. [t in turn attempts 
to push it off on the Ministry of the Maritime Fleet in 
order to stop up its holes and fulfill the plan to deliver 
ships to its customer, And it takes it, since there is simply 
nowhere to go. After all, a plan is already being sent out 
for a new diesel vessel. 


One need not be a Solomon to undersiand that if this 
situation continues in the future, the entire program that 
has been planned will burst like a soap bubble. If that 1s 
the way it is, where are the guarantees that the Soviet 
fleet will ever see modern equipment for itself some day? 


What needs to be done to avoid such an unenviable fate? 


I think that first of all, the Ministry of the Maritime Fleet 
must display firmness and principle in dealing with the 
Ministry of the Shipbuilding Industry. Simply put, it 
must reject vessels with old equipment. 


The Minsudprom, in turn, should restructure itself once 
and for all and realize that there is no one else to answer 
for all the processes associated with the organization of 
shipbuilding, and there will be no others. Is 1t worth 
mentioning that the ministry should have begun this 
work yesterday? 


Contractor enterprises should be concerned that their 
product conforms to the world level and not set a 
pedestal for itself. But in principle, enterprises may not 
know what the Ministry of the Maritime Fleet, for 
example, will require in the year 2000. Here the role of 
the Ministry of the Shipbuilding Industry should be in 
the forefront as well. But at present, strangely enough, 
the Ministry of the Maritime Fleet has a better idea of 
the ship of the future than the Minsudprom, where ships 
are under construction on the slips. But after all, this 
department reigns over all the questions in developing a 
motor vessel—organizational, technical, scientific, and 
so forth. 


What ts seen as a way out of the blind alley of ‘the lost 
decades?” It is finally time to consider domestic ship- 
building a most important national program and to 
develop the complement and technical operating fea- 
tures of basic equipment units, to look into the most 
economically efficient ways for domestic industry to 
produce and deliver them in cooperation with CEMA 
member countries in joint ventures with foreign firms. 


The USSR Ministry of the Shipbuilding Industry should 
be given the opportunity to acquire individual types of 
equipment units abroad when production in the USSR is 
not practical for one reason or another. 
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Joint ventures shouid be estabiished, utilizing the tacil- 
ities of the Ministry of the Shipbuilding Industry, the 
Ministry of Instrument Making, Automation Equip- 
ment, and Control Systems, and the Ministry of the 
Maritime Fleet, with one of the leading foreign firms to 
produce automation facilities with microprocessor com- 
ponentry for maritime use. 


And finally, the question of expanding scientific research 
and planning and design work for the long-term devel- 
opment of vessels and the organization and procedure 
for financing this work should be resolved. 


The sad lesson of the lost decades should not be 
repeated. Technical progress in maritime transport must 
be given the “green light” at last. 


Deputy Minister Comments on Nuclear Lighter 
Issue 

18290168 Moscow VODNYY TRANSPORT in Russian 
27 Apr 89 pp 1-2 


[Article by N. Tsakh, deputy minister of the maritime 
fleet: “The Nuclear-Powered Vessel ‘Sevmorput’: What 
Next?” 


[Text] The VODNYY TRANSPORT editorial staff has 
received a letter signed by N. Tsakh, deputy minister of 
the maritime fleet, which reads as follows: 


“In connection with a number of letters sent to the 
editorial staffs of central newspapers and the publication 
of negative opinions on the USSR’s first nuclear-powered 
transport vessel ‘Sevmorput’ and the system utilizing 
lighter transport technology which is being introduced in 
the Minmorflot [Ministry of the Maritime Fleet], we are 
sending you official material which we believe it is expe- 
dient to publish in forthcoming issues in order for readers 
to form an objective opinion on the questions concerned.” 


We are publishing this material without proofreading or 
abridgments. 


The accident at th» Chernobyl AES which took 29 lives 
and involved vast expenditures to correct brought to 
light serious shortcomings in organization of the sta- 
tion’s maintenance and the low level of work on actions 
by personnel to put an end to accidents, and it confirmed 
the need for careful handling of the powerful forces 
called upon to serve the common good. After the Cher- 
nobyl tragedy, any information related to auclear power 
engineering is interpreted with a certain bias. This is 
furthered by the tendentious articles appearing in the 
press and the radio and television broadcasts which have 
a certain orientation—to prevent the construction of 
new nuclear power stations, the development of nuclear 
power engineering, and extension of the range of its use. 
At the same time, the scientific achievements in perfect- 
ing reactors and increasing the reliability of protection 
against radiation (the development of systems for the 
automatic regulation of reactor capacity, efficient means 
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of shutting down a reactor, and so forth) which havc 
been incorporated in the new generation of reactors here 
and abroad are being ignored. The voice of nuclear 
power specialists in defense of nuclear power engineer- 
ing 1s lost in the general negative mood which 1s being 
skillfully utilized by antisocial elements. 


There are no alternatives to nuclear energy sources, the 
Supplies of organic fuel are running out, and the mood 
should be not one of opposition to nuclear energy, but of 
how to make nuclear installations absolutely reliable and 
safe, how to ensure effective protection against radia- 
tion, and finally, how to reduce the effects of accidental 
radiation exposure to the maximum extent. Intensive 
introduction of nuclear power engineering in the 
national economy will make it possible to discontinue 
the use of energy sources which pollute the environment 
more rapidly and reestablish ecological balance. 


Maritime transport is one of the energy-intensive sectors 
of the economy. Every year ships of the Ministry of the 
Maritime Fleet alone consume about 8 million tons of 
fuel, emitting thousands of tons of the products of 
combustion into the atmosphere. For this reason, one of 
the directions for economic and social development 
adopted by the party and the state is the development of 
transport vessels with a nuclear power plant (YaEU). 
The building of the USSR’s first nuclear-powered trans- 
port vessel—the lighter carrier-container ship ““Sevmor- 
put,” which was put into service at the end of 1988, was 
a realization of this decision. The basic mission of the 
ship is to deliver cargoes to regions in the Far North. 
Accordingly, its hull was designed and built for the 
highest ice category, ““ULA” (reinforced for Arctic ice). 
The vessel can navigate independently, without the help 
of an icebreaker and without stops, in solid ice up to | 
meter thick. In designing the reactor for the ALV 
{nuclear-powered lighter carrier] “Sevmorput,”’ the expe- 
rience accumulated in operating nuclear-powered ice- 
breakers and theoretical studies by Soviet and foreign 
nuclear scientists were utilized to the full extent. The 
vessel completely meets requirements of the Code of 
Safety for Nuclear-Powered Commercial Vessels of the 
International Maritime Organization and the standards 
and rules of national inspection organs. The means of 
protection from radiation used in designing the reactor 
and the structural solutions fundamentally rule out acci- 
dents such as the one at Chernobyl. The ship 1s equipped 
with an auxiliary power plant which ensures the fitness 
for operation of all units and machinery and provides for 
a speed of 10.5 knots. 


During the Arctic navigation season, the ALV “Sevmor- 
put” will make trips with cargo in lighters for consignees 
in the Far North which are dependent on shallow-water 
maritime and river ports. For this purpose, it is planned 
to deliver small lighter carriers for mixed maritime and 
river navigation which transport lighters with cargo from 
on board the mainline lighter carriers to points on the 
Kolyma, Yana, Anadyr, and Kamchatka Rivers and 
back. In the period between navigation seasons, the 
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lighter carrier-container ship “Sevmorput” will be used 
basically on foreign routes. Taking into account the 
predicted increase in container shipments to Magadan 
and Petropavlovsk, the possibility of using the nuclear- 
powered vessel in its container version during the winter 
season is envisaged. There are no objective obstacles to 
the delivery of an ALV for the routes to Magadan and 
Petropavlovsk (after construction is completed on the 
container terminal at berth No 13). The problems raised 
by the Magadan dock workers as arguments against the 
ALV putting in at Magadan are now being resolved; at 
the request of inspection organs and the public in 
Magadan, additional studies are being made of the 
consequences of a “hypothetical” accident. 


As far as the port’s lack of economic incentive to 
accommodate a large-capacity container ship equipped 
with an on-board reloader is concerned, this is a puzzling 
argument. It is common knowledge that high intensity of 
Cargo operations (and hence the port’s profits and the 
dock workers’ earnings) is achieved when ships of larger 
Capacity (container capacity) are processed. 


It is obvious that the basic reason for opposition from 
the dock workers and the public of Magadan to having 
an ALYV stop there is the lack of timely information on 
the vessel. The management of the Far Eastern Shipping 
Company and the Magadan port have not organized a 
competent explanation and study by the city’s specialists 
of the vessel's structural details, which has provoked a 
wave of unjustified rumors. 


The uniqueness of the ALV “Sevmorput,”’ the increased 
requirements for reliability of the nuclear power plant, 
and the overall increase in prices for materials and 
equipment are the reason for its high construction cost, 
which is 1.6 times as much as its planned cost. The 
correspondingly high amortization deductions deter- 
mine the overall level of the vessel’s operating expendi- 
tures, and it does not appear possible to provide for its 
profitable operation under existing tariff conditions. 
(Nearly all the new additions to the fleet are unprofit- 
able—the cost of | deadweight ton has increased by 2.6 
times as much while the tariffs are practically 
unchanged.) At the same time, the expenditures for fuel 
for the ALV are substantially less than for a diesel vessel 
of similar capacity and power-to-weight ratio. For “‘bun- 
kering” the ALV requires several dozen kilograms of 
enriched uranium once every 3 or 4 years. Over the same 
period a diesel vessel of comparable tonnage would 
consume over !00,000 tons of organic fuel, which is in 
short supply under conditions in the Far North. 


Operation of the ALV ““Sevmorput” as a transport unit 
separate from the system utilizing lighter carrier trans- 
port technology (LTTS) is unprofitabie for the sector, 
although when the ALV is considered in combination 
with other components of the LTTS (the main and feeder 
diesel lighter carriers and the lighters) which provide for 
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continuous delivery of cargoes to regions in the Far 
North that are not easily accessible, a positive national 
economic gain 1s achieved through: 


—use of the direct method of cargo handling at base 
poris, elimination of a warehousing operation and 
expenses associated with accumulating cargo until 
there 1s a shipload; 


—elimination of intermediate transshipments of cargo 
and the losses that accompany them; 


—acceleration of cargo delivery to the consumer, 
increased reliability of the transport production line, 
and more opportunities to reduce reserve stocks of 
industrial commodities and foodstuffs. At present, a 
two-year supply is accepted as the norm in the Arctic 
zone, which leads to deterioration of commodity and 
material values and high losses for the national econ- 
omy. Reduction of the reserve stocks and expenditures 
to build and maintain warehouses, and eliminating the 
use of aircraft to deliver the cargoes needed for enter- 
prises provides many millions in savings: 


—release of shipboard personnel and dock workers by 
reducing cargo transshipments along the route and 
reduction of standardized social, cultural, and every- 
day expenditures (the less people, the less expendi- 
tures for housing, services, bath houses, hospitals, 
clubs, and so on); 


—savings in fuel resources; 


—a relative reduction in general-purpose tonnage and 
use of it on other routes; and 


—a decrease in the demand for vessels in Arctic naviga- 
tion and the building of less expensive tonnage for 
operation in maritime waters that do not freeze. 


The overall national economic gain, according to esti- 
mates by the TsNIIMF [Central Scientific Research 
Institute of the Maritime Fleet] provides for reimburse- 
ment for the system utilizing lighter transport technology 
over 10 to Il years, even in spite of the high cost of 
adding a nuclear-powered vessel and the level of operat- 
ing expenses which it involves. 


Nevertheless, until the high efficiency in utilizing a 
lighter carrier system in the Arctic and the Far East has 
been confirmed, the decision was made to postpone 
construction of a second nuclear-powered icebreaker- 
transport. 


As far as use of the technology with diesel lighter carriers 
in other waters is concerned, we can point to the profit- 
able operation of the lighter carrier system by the Soviet 
Danube Shipping Company, where six lighter carriers 
provide for one-quarter of the comapnmy’s profit; the 
Black Sea Shipping Company is operating two lighter 
carriers of the “A. Kosygin”’ type on the Vietnam route 
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with positive financial results—net foreign exchange 
receipts of about 8 million rubles per year. In carrying 
capacity, the two lighter carriers have taken the place of 
10 to 12 large-capacity gerneral-purpose vessels. 


The lighter carrier system is going through an experimen- 
tal period in the Far East at present. Use of the lighter 
carrier technology has made it possible to partially 
resolve the problem of transporting cargoes to points 
with roadstead processing such as Beringovskiy, Lavren- 


tirya, and Ust-Kamchatsk, and to shorten layovers of 


general-purpose vessels in Vietnam. However, for a 
number of reasons of an organizational and commercial 
nature, profitable operation of the system is not being 
provided for: the carrying capacity is not being utilized 
to the full extent (60 to 65 percent) and there are three 
extra lighter units needed for operation of the ALV 
“Sevmorput” which the shipping company has to have 
in its balance; the LV [lighter carrier] ““A. Kosygin” was 
under repair for 116 days in 1988, as opposed to the 99 
days planned; and our Vietnamese partners are not 
regularly processing the lighters in the times agreed 
upon, which leads to disruption of the schedule for 
operation of the lighter carriers and additional expenses 
for the lighter fleet. 


Because of the lethargy of employees in the DVMP [Far 
Eastern Shipping Company] commercial service, the 
problem of additonal charges for delivering cargoes in 
lighters to points with roadstead processing has not been 
resolved for a long period of time. The additional charge 
for the roadstead point has been collected from the 
client, but it went into the port’s income. The shipowner, 
by providing for delivery of a cargo in a lighter to the 
berth, has been receiving as much as for delivery to the 
port’s roadstead in a general-purpose vessel. 


All these matters are being resolved in stages at present, 
which will make it possible in the coming year or two to 
begin profitable operation of the LV “A. Kosygin.” In 
order to improve the utilization of carrying capacity in 
the system and loading the lighter carrier with imports, 
regular stops at ports in Thailand, India and Malaysia 
are being worked out. Constitutive documents on the 
establishment of a Soviet-Vietnamese joint venture, 
“Vietsovlikhter,” for servicing and processing lighters in 
the SRV have been signed. Questions concerning tariffs 
when cargoes are delivered in lighters to points with 
roadstead processing have been resolved. 


The lighter carrier system requires a high degree of 


organization, efficient and well-coordinated work by all 
parties, and an active role by the operationa! apparatus; 
in this case its effectiveness is not in question. 


Civilian Nuclear Fleet Personnel Replacements 
Pondered 

18290180 Moscow VODNYY TRANSPORT in Russian 
1] May 89 p 2 


[Interview with A. Sinyayev, deputy chief of the Murmansk 
Shipping Company, chief engineer for nuclear powered 
units, by V. Kikinov: “Who Will Succeed the Veterans?”’] 
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| Text] The tragedy at Chernobyl and the nuclear-danger 
situation that occurred on 11 November last year on the 
nuclear-powered icebreaker Rossiya have given rise to 
completely substantiated doubts as to the safety of using 
nuclear power for peaceful purposes. Questions have 
arisen in this connection concerning the competence and 
qualifications of the personnel serving nuclear units, After 
all, the safety of the environment and of the people and 
animals in the vicinity of dangerous objects depends to a 
great extent on this. 


In recent years, in Murmansk—the port of registry of the 
Soviet nuclear-powered fleet—new nuclear icebreakers 
have appeared, which are successfully engaged in escort- 
ing transport convoys along the Arctic Sea route. After all, 
their service requires competent specialists, and in addi- 
tion, the nuclear-powered fleet will in the near future grow 
by several more units. 


Just who will come to take the place of the veteran nuclear 
power workers? Our string correspondent speaks about 
this with A. Sinyayev, deputy chief of the Murmansk 
Shipping Company, chief engineer for nuclear-powered 
units. 


{Kikinov] Aleksandr Kirillovich, right now seamen are, 
to put it bluntly, unwilling to go to work in the nuclear- 
powered fleet. While in former years enthusiasts came 
here, now the seamen, after completing their studies, try 
to get onto transport ships and to go overseas. 


Right now veterans of the nuclear-powered fleet are 
preparing, as they say, for a well-deserved rest, and the 
problem of training replacements is becoming very crit- 
ical. What ways of training specialists for nuclear-pow- 
ered ships do you see today? 


[Sinyayev] We have created a specialist department at 
the Leningrad Higher Engineering Nautical School 
imeni Admiral 8.0. Makarcv. The department produced 
a full complement of studerits for the first time this year. 
We should subsequently develop this system. Beginning 
in October 1989, navy trainer-simulators will begin 
operation to train and retrain specialists. In this way a 
unified system will be created to train qualified person- 
nel for the nuclear-powered fleet. 


Of course, we have been delayed quite a bit by creating 
this training center. If you recall, the first decision of the 
collegium on this question was made in 1979. It was very 
difficult to find developers and contractors to create the 
trainer. 


We have an idea for the future—creating a trainer 
directly on a nuclear-powered icebreaker. It will proba- 
bly be quite complicated to create in full-scale form, but 
the most critical elements of the nuclear-powered unit 
will be in this trainer. 
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A great deal of work still has to be done on the plan for 
training nuclear-power specialists. We have already 
taken the first and main step, however. We plan that the 
new group selected for the special department will 
undergo good trainer preparation beginning in October. 


{Kikinov}] Will all the Murmansk citizens who wish or 
have shown a preference be taken into the special depart- 
ment? After all, the possibility must not be ruled out that 
those from out of town will not wish to go to Murmansk 
after their studies. Indeed, the problem with housing for 
them is also difficult to solve. Is it not better to send their 
grants from the shipping company? 


[Sinyayev] Mainly graduates of the higher nautical edu- 
cational institutions will come to our specia) depart- 
ment. We have arranged with the directors of the Mur- 
mansk Higher Engineering Nautical School of the 
Ministry of the Fish Industry that some of the young 
people from various courses be directed to the LVIMU 
[Leningrad Higher Engineering Nautical School] for 
training as specialists for the shipping company. It will 
doubtless be advantageous for us that more Murmansk 
citizens study at the special department and are returned 
to their native city. I think that the native Murmansk 
citizens are more reliable for us in this plan. Indeed, 
strictly speaking, the young people thernselves obtain a 
specialty which is applicable not only to work in the 


nuclear-powered fleet, but in practice in any sectors of 


the national economy. 


In addition, to attract the most capable young people to 
the special department, we have come forth with a 
proposal for the ministry on increasing the grant for 
future nuclear-powered specialists who train at the 
LVIMU. The shipping company, in order to interest the 
young people, will produce payment in addition to the 
existing grants for the students. 


After the well-known events at Chernobyl, the attitude 
toward nuclear power on the whole changed, and not for 
the better. A certain amount of time is needed to break 
down this stereotyped thinking. You can blame equip- 
ment for stress, but the main factor always and every- 
where is—the people. It is precisely for this reason that 
today we are paying such fixed attention to training the 
personnel. The high quality of the specialist training, the 
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high demands on it and the self-discipline—these are the 
parameters in accordance with which we should select 
the specialists for the nuclear-powered fleet. I think that 
all the measures adopted will yield a return. 


[Kikinov] Aleksandr Kirillovich, this year is the 30th 
anniversary of the “grandfather” of our nuclear-powered 
fleet—the nuclear-powered Lenin, and there are plans to 
abandon the ship. Cannot it not be used as a training 
center? 


[Sinyayev] I feel that the operation of the nuclear- 
powered icebreaker Lenin must finally be ceased, and for 
its further fate.... Unfortunately, we have not yet come to 
a conclusive solution, even though in principle it can still 
be used as a museum and as a training center for practice 
for those same students at the nautical school. Except, 
not just as a nuclear-powered training center, because 
this will arouse a new wave of various discussions and 
rumors about the safety of the nuclear-powered fleet. 


{Kikinov] It is half the matter, let us say, to train a highly 
skilled specialist, but after all, the conditions must be 
created for him to be assigned to Murmansk. 


[Sinyayev] First of all, the housing problem must be 
solved for this category of workers. We must solve it. In 
the last few years we have not approached this problem 
in a completely serious and responsible manner. After 
all, if the construction of any shore facility is in progress, 
the construction for it and the housing for the specialists 
who will work at it are immediately incorporated. This 
was not the case for us. Today we have practically 
doubled the nuclear-powered fleet, but no decisions 
about housing have been covered. The nuclear-powered 
icebreakers have been built, but the social problems have 
not been taken into consideration. This, I think, is an 
incorrect approach. 


We are attempting to solve the problem through our 
ministry, and persistently talk about the need to assign a 
special social program for nuclear-powered operators, in 
consideration of the doubling of the fleet, but so far there 
is no decision. A person at sea should be peaceful in the 
knowledge that his family is settled, and that they can 
have a normal life. If the problem is not solved, the 
question of assigning personnel to the nuclear-powered 
fleet remains open. 
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